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MONDAY, NOVEMBER 14, 1955 


Unrrep States Hovust or RepresENTATIVES, 
Datry SUBCOMMITTEE OF THE COMMITTEE ON AGRICULTURE, 
Madison, Wis. 

The subcommittee met, pursuant to notice, at 9:20 a. m., Capitol 
assembly room, Capitol Building, Madison, Wis., Hon. Thomas G. 
Abernethy ions of the subcommittee) presiding. 

Present: Representatives Abernethy, Johnson, Jennings, Andresen, 
Williams, Laird, and Dague. 

Also present: Representative Van Pelt; Mr. George L. Reid, Jr., 
assistant clerk of the committee; Mr. Charles Figy, Assistant to the 
Secretary of Agriculture; and Mr, Ernest C. Betts, Jr., Assistant to 
the Secretary of Agriculture. 

Mr. Asernetuy. The committee will come to order. 

Ladies and gentlemen, I am Tom Abernethy, and I am here with 
these gentlemen who, including myself, serve as the subcommittee 
of the House Committee on Agriculture on the subject of dairying. 

We have come out to Wisconsin and Minnesota for the purpose of 
conducting a series of hearings on the subject of dairying, something 
which I myself do not profess to know too much about. 

I do not regard myself as an expert in this field. There are mem- 
bers of the subcommittee whom I do regard as such. They may be 
so modest as to not so regard themselves, but I do. They are very 
able, and come from your section of the country. 

During these hearings, I cannot say that information will be 
brought out which will completely solve the problems confronting 
the dairy farmer. I believe, however, that it will be enlightening to 
members of the committee to hear from the grassroots, the testimony 
of your experts and your farmers. I feel that in the end it may result 
in something worthwhile, maybe legislativewise, or maybe in some 
other manner. 

From my personal standpoint I am very happy to be here. I 
live a long way from here. I come from another section of the coun- 
try, as you know. Dairying is not my major crop, but it is my second 
major crop. The dairy industry of my State is centered in my 
congressional district. 

I regard it a high honor and a great privilege to serve on the Com- 
mittee on Agriculture and so do my colleagues, who are here with me 
today. We feel that in that assignment, we are offered one of the key 
responsibilities in the Congress to render a service to our people. 
There are members sitting at this table who have truly rendered a 
good service to their farming constituencies. 


1 
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Most of you know these gentlemen, but nevertheless I want to have 
the privilege of presenting them to you, and also the others who are 
accompanying the committee. 

On my right is Mr. Lester Johnson, of your State of Wiconsin. 

On my left is Mr. Andresen of Minnesota, probably the oldest man 
in point of service on the Committee on Agriculture, but the young- 
est in, well, I will say he feels he is the youngest, anyhow. 

Then there is Pat Jennings, of the State of Virginia, and Mel Laird 
of your State of Wisconsin. 

Then there is Bill Williams of New York, who comes from a great 
dairy section of New York. There is another member of the commit- 
tee who is not present just yet, Mrs. Knutson, of Minnesota, but she 
will be in some time today. 

And there is also Mr. Dague, from the State of Pennsylvania, who 
will be in some time today. 

Now, the order of the testimony has been mrorare locally. I had 
nothing to do with that. But I will more or less act as a referee. 

Before going further, I would like to introduce Georg Reid, the 
clerk of the committee. I do not see George. Is he in? Yes, here 
he is. Mr. Reid is the clerk. 

And Mr. Frank Smonskey is the reporter for the committee. 

The Secretary of Agriculture also has two representatives here. I 
would like for them to stand. 

They are Mr. Charles Figy and Mr. Ernest Betts, representing Mr. 
Benson. 

Here is another one of your local Congressmen, Congressman Van 
Pelt, a very good friend of mine. We are delighted to have him. 

I am happy to be in the district of Glen Davis, as your other three 
Wisconsin Congressmen here are. Glen has made his mark in the 
Congress and has left his tracks. We are delighted to be in his con- 
gressional district. 

Now, the order of testimony has been locally arranged. The sched- 
ule is very tight, indeed. As you come to the witness chair, the time 
allotted you will be announced, if you do not already know. And, 
incidentally, some of that time may be cut off so the members of the 
committee may have an opportunity to question you. 

So, without further discussion, we will begin with the testimony. 

Your university, Wisconsin College of iculture, and whoever 
is supposed to testify for the college of agriculture, will come forward 
and take the witness chair. 

Dr. Ebling, you may have a seat and proceed with your statement. 
The college is allotted 30 minutes. I would like to suggest to you 
and whoever else is to testify, that you try to confine your testimony 
to 20 minutes. That will afford us 10 minutes to ask questions. 


STATEMENT OF DR. WALTER EBLING, WISCONSIN COLLEGE OF 
AGRICULTURE 


Mr. Exstine. Mr. Chairman and gentlemen, I have been asked by 
the dean of the college of agriculture to present some basic tables 
on the dairy industry of Wisconsin. Thies hive been mimeographed, 
and copies of them are available for you. There are a number of 
these tables, and the time is short. 
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I have tried to bring together here some of the basic data which 
characterizes the important dairy industry in this State. 

If you have a copy of the sheet before you, you can follow me through 
as I cover the different tables, one by one. 

The first table discusses Wisconsin’s share of United States dairying 
in 1954. 

This table shows you that Wisconsin ranks first in the production 
of all major dairy products, except butter. 

We make nearly half of the Nation’s cheese, 46 percent. We make 
one-sixth of the evaporated milk, 17 percent. We make almost a third 
of the powdered skim milk, 31 percent. We rank second in that 
important product, butter, with 15 percent of the national total. 

All of this is shown in table 1. 

In table 2, on the sheet which you have, we show the leading States 
in milk production in the United States for 1954. 

You will note here that Wisconsin, with 1614 million pounds, 13.4 
percent of the national total, is the leading producer, producing nearly 
twice as much as the next 2 ranking States, New York and Minne- 
sota. 

In table No. 3, we show the milk cows and milk produced on Wis- 
consin farms, from 1935 to 1954. 

Here you will note that the cow numbers in Wisconsin have not 
changed greatly in recent times; they have changed a little from here 
to here, and are now at approximately the level of 1945, after the end 
of World War IT. 

The big increase in milk production, which is shown in column 3 of 
the table, is largely the product of increased production per cow, 
which you will note in the second column of the table. 

On the next page, table 4, we show Wisconsin dairy manufacturers 
during the past 3 years. 

Last year saw an increase in our butter production in this State of 
7 percent from 1953. Notice that we show only full years, and the 
present one is not available, because it is not complete. 

Cheese production during last year also was up 4 percent from 1953. 

Evaporated and condensed milk production was down 7 percent, 
but the outshipments of milk from the State were up 6 percent. 

This year, for the months that have so far elapsed, through August, 
we have data, butter production is down from the same months of 
last year. 

Cheese production likewise is down. American-cheese production 
is down, but other types of cheese show an increase in production this 
year. 

On the next page, table 5, milk utilization as a percent of milk pro- 
duction in Wisconsin, for selected years, you will notion that in 1954 
over 72 percent, or nearly three-fourths of the milk produced in the 
State, was used for the making of factory products. 

Almost two-thirds, 62.5 percent of our milk was used for the making 
of butter and cheese alone. There has not been much change from 
1945 in the percentages going into the main outlets, except for the 
rede in evaporated milk and somewhat more into butter and 
cheese. 

_ The next table, No, 6, deals with a byproduct of our dairy industry, 
liquid whey, which is produced and processed in our State. 
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Liquid whey production is very large, over 6 million pounds annu- 
ally in our State. It runs about 6 percent solids. It is up 17 percent 
from 1946, and you will note the quantities processed in the second 
column, and expressed as a percentage of the total in the third column. 
We process about one-third of the whey we produce in this State. 

Table 7 shows another byproduct, skim milk produced and 
processed. es : , 

We have a large supply of skim milk available in this State, and 
this quantity has grown greatly, as we have shifted from farm separa- 
tion to the selling of whole milk to our dairy plants. — 

You will note that last year we had nearly 6 million pounds, 5.8 to 
be exact, available, which is up about 50 percent or more from 10 
years ago. , 

The quantities processed are shown in the second column of the table 
and the percentage of the available supply processed is shown in col- 
umn 38, and you will note that we processed over 90 percent of the skim 
milk during the last full year. In other words, most of that product is 
used through processing plants and not much of it going back to the 
farms for animal consumption or to be disposed of in other ways, as 
is the case with whey. 

Table No. 8 on the next page shows you the number of dairy plants 
of certain types in Wisconsin for a period of selected years, beginning 
with 1910. 

You will notice that the number of dairy plants had declined sub- 
stantially, especially in recent times, and you will notice a little table 
at the bottom which shows you the increase in size per plant. 

Plants have become fewer in number for cheese factories, creamer- 
ies, receiving stations, and condenseries. They have all declined, but 
they have incerased substantially in size, as shown by the last set 
of figures across the bottom of the table. 

Our cheese factories have increased from 1940 to 1954 by 161 per- 
cent in size, creameries, 188 percent, and condenseries, only 20 percent. 

Table No. 9, the next one on the same page, shows a series of price 
trends, as index numbers. Here you have in the second column of the 
table Wisconsin farm prices, the general trend of farm prices, as index 
numbers for the State, and in the last column you have a table of pur- 
chasing power through the years. 

Note particularly that during the last year purchasing power has 
been relatively low, as compared with recent years. 

Prices received for milk or dairy products are shown in the fourth 
column of the table, first by a series of selected years, and then by 
months, for the last year. 

On table 10 on the next page, we have all manufactured mill prices. 

Through October 1, these prices have been below 1954, the average: 

During the early months of the year they were especially below 1954. 
In recent months they have been slightly above 1954. 

Table 11 on the same page, market milk prices, is set up like the 
previous one, and it shows you that in 1955 market milk prices have 
averaged slightly more, about 3 percent, than in the same months of 
1954. They started lower earlier in the year but have since then 
worked to higher levels. 

Table No. 12, the bottom one on this page, shows the average of all 
milk prices, and when we take them for 1955 through October this 
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year, we have a price not much different from last year. It is ex- 
pected, if we can guess at or estimate the remainder of the year, that 
the 1955 price for all milk in Wisconsin will average about $3.22 per 
hundredweight. 

On the next page, Table No. 13, is a tabulation of farm income of 
Wisconsin and the United States. 

This will show you the trend, first of all, cash farm income for our 
State over a period of years, then the income from dairying in millions 
of dollars, and the third column, the percentage of our cash farm in- 
come that is obtained from milk, and you will notice that it is running 
right around half of the total, or 50 percent. 

When you look at similar figures for the United States as a whole, 
you will notice in the third column that nationally, the importance of 
milk in farm income is much less than it is in Wisconsin, averaging in 
recent years about 14 percent of the national total. 

Tabe 14 is one that gives data for the United States, but it is 
pertinent to our situation here. 

It shows civilian per capita consumption of important dairy prod- 
ucts in the United States over a period of years. 

Perhaps the most important of the trends shown there is the lower 
butter consumption per capita in recent years, as compared with 
earlier years. 

You will note the figure for 1954 is slightly higher than 1953. 

Cheese consumption has not changed early as much as butter, but 


there is a slight upward trend in it in the last couple of years, running 
7.7 pounds per capita, in 1954, 
Evaporated and condensed milk production shows a downward 


trend in recent years. 

Those are the more important products to which I wish to refer in 
terms of om per capita consumption figures. 

There is, perhaps, one other item I should mention, which is not 
shown on your tables, namely, the trend in number of farms in Wis- 
consin. 

Our farms are declining steadily in number, the last census show- 
ing a decline of nearly—not quite, 2 percent per year for the last 5 

ears, and the number of our farms which are of a part-time character 
ea increased. Nearly 40 percent of our farms last year were classed 
as part-time farms. 

The number of dairy herds in the State has likewise decreased but 
the herds have become larger, so we have a trend in the dairy-farming 
industry, fewer farms, fewer herds, but the farms are becoming larger 
and the herds are becoming larger. 

Thank you, gentlemen. That concludes my statement. 

Mr. Asernetiy. Thank you, Doctor. 

(The tables are as follows :) 


Basic DATA ON WISCONSIN DAIRYING 


November 14, 1955 


On the following pages are shown a number of tables which bring together 
selected basic data on the dairy industry. Insofar as possible the latest avail- 
able data have been added to these tables, many of which have been used pre- 
viously. 
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Many of the tables have appeared in print—especially in the recent bulletin, 
Wisconsin Dairying in Mid-Century available from the Crop Reporting Service 
of the State and United States Department of Agriculture, Madison. 


TABLE 1.—Wisconsin’s share of United States dairying, 1954 


Percent of Rank 















Production 
Product United among 
States States (pounds) 
Deaited ahi wewOe. 646.) 25 La sas 86.9 1 27, 307, 000 
DRIINE GROEEE Bi-p h oop ko pense opobdcnne npnses Ge qn ees + sicher 72.9 1 11, 382, 000 
BIG CDi pon oy han ona mn cnagewasecpoennaeapehehipsnaeennen 64.0 1 16, 182, 000 
I BI os 5. i cnn cnn ncn hb beipatinass bie ~eteee <deme 59. 1 1 2, 966, 000 
DINE TD, isin ic wasing in gte simp inn aprqnteugbaprosdaswi ete 46,1 1 480, 979, 000 
ENN OOD 55 a BL oa Ags cide ambbln no sphlee mbes hsbind 40. 1 1 28, 607, 000 
I OE eke top ein nbbee aan dungens<> 37.4 1 65, 628, 000 
Swiss cheese... ......-----.- Gide 33. 6 1 38, 132, 000 
Powdered whole milk. .... 32.7 1 30, 693, 000 
Powdered skim milk-_..........- a 31.1 1 442, 729, 000 
Condensed skim milk (sweetened) - 21.4 1 21, 710, 000 
Po ee er ee ee ee 17.4 1 441, 968, 000 
TUN 2 he ad, Rerun hh dc cab odd dw angecddend ic 15.2 2 219, 906, 000 
Condensed skim milk (unsweetened) - ...---.....----------.---- 14.9 1 94, 928, 000 
Condensed whole milk Aetna hes heii seine ofiaba sabia PO mae 14.7 1 10, 904, 000 
Condensed whole milk (unsweetened) - ............-.---.------- 9.5 3 22, 319, 000 
Be EID co cca dtnasipeenseesinbndubeguianseionncon 3.2 10 19, 306, 000 
Milk production. ............-20-.n.-seckeederastobseleenienesesod 13.4 1 | 16, 550, 000, 000 
TABLE 2.—Leading States in milk production, 1954 
Milk pro- Percent of Milk pro- Percent of 
Rank State duction | United || Rank State auction | United 
(million States (million States 
pounds) pounds) . 
1 | Wisconsin.....- 16, 550 13. 4 64 Fein cee decs 5, 887 4.8 
2| New York..._-. 9, 473 Wwe F | GeiseeGsensas 5,777 4.7 
3 | Minnesota..--_.- 8, 615 7.0 8 | Michigan__.__.- 5, 631 4.6 
4 | California.-._..-- 7,014 5.7 Uni States___ 123, 502 100.0 
5 | Pennsylvania-_.- 6, 156 5.0 
I 


TaBLe 3.—Milk cows and milk produced on farms, Wisconsin, 1935-54 


Milk cows |Production| Total output 
Year on farms per cow (million Year on farms per cow (million 
(thousands)| (pounds) pounds) (thousands)| (pounds) pounds) 


ee ee ee es | ee 


Milk cows |Production| Total output 


TIN. ccna. 2, 030 5, 380 10, 921 |} 1951.......- 2, 165 6, 950 15, 047 
1940........ 2, 165 5, 850 12, 665 || 1952........ 2, 207 6, 920 15, 272 
PD eessscrneaii 2, 360 6, 330 14, 939 || 1953........ 2, 268 7, 050 15, 989 
1900:........ 2, 160 6, 850 14, 796 || 1954........ 2, 331 7,100 16, 550 





a eine | cata netaiee 
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TABLE 4.—Wisconsin dairy manufactures, 1954, 1953, and 1952 
[Thousands omitted] 


1954/53 
1954 ! change 


Percent 
Creamery butter, includes whey butter 219, 906 205, 716 


Cheese: 
American (Cheddar and Colby) 480, 979 459, 983 
Swiss (drum and block) d 38, 132 37, 081 
d 11, 382 9, 782 
16, 182 16, 413 
Brick and Munster, total d 27, 564 26, 195 
Limburger 2, 966 3, 116 
i 28, 607 28, 101 
All other cheese (not cottage cheese) 29, 748 30, 256 


Total cheese (excluding cottage cheese) - -..do__.. 607, 996 | 584, 732 


Condensed and powdered products: 
Sweetened condensed whole milk (bulk) 10, 904 9, 037 
Unsweetened condensed whole milk (bulk) ..do___- 22, 319 16, 034 
Evaporated whole milk unsweetened (case) ..do.... 441, 968 487, 915 


Total evaporated and condensed whole milk 
pounds... 475, 191 512, 986 





Condensed skim milk (bulk) 
’ 21, 710 25, 306 
Unsweetened 94, 928 83, 581 
Total condensed skim milk 116, 638 108, 887 


Condensed whey 48,865 | 38, 884 | 


Dried skim milk for human use: 
Spray process 404, 840 306, 703 
Roller process 32, 922 | 29, 259 


Total dried skim milk, human use F 437,762 | 335, 962 


Dried skim milk for animal feed : 4,012 

Dried whole milk 40, 816 

Dried buttermilk 8, 271 

Dried yea. 75, 930 

Malted mi 27, 930 
Other products: 

Ice cream 
Ice cream mix manufactured e 
Cottage cheese, curd 27, 340 
Cottage cheese, creamed = 34, 630 
Whole milk shipped out of State 994, 311 
Butterfat in cream shipped out of State ? a 











| Preliminary. 
2 Includes butterfat in whey cream shipped. 


TaBLeE 5.—Milk utilization as a percent of milk production, Wisconsin, selected 
years 


[Percent] 
1940 1945 

11. 62 

§ ; 36. 56 

Condensed and evaporated products , L 16. 60 
Other factory products . : 5. 80 
Outshipments L ; 14. 74 
All other uses : 14. 68 


100. 00 | 100.00 | 100.00 | 100.00 | 
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Taste 6.—Liquid whey produced and processed, Wisconsin, 1946-54 


Year Liquid whey Liquid whey equivalent of 
; produced products manufactured 
Million Million Percent of 
pounds pounds production 

5, 253 1, 450 28 

5, 359 1, 595 30 

5, 021 1, 675 33 

5, 640 1,910 34 

5, 580 2,015 36 

5, 516 1, 610 29 

5, 470 2, 080 38 

5, 847 1,770 30 

6,1 1, 818 30 








TABLE 7.—Skim milk produced and processed, Wisconsin, 1946-54 








Year Skim milk Skim milk equivalent of 

produced products manufactured 

Million Million Percent of 

pounds pounds production 
EE cdtashanhetrenehnsbyuobtesecnadeimetautanseti&elueunins 3, 756 3, 358 89 
Pvatendunwaclesakavcsapespatanduawderebsendeverguanaiegmntie | 3, 612 3, 058 85 
Iiiicisonhivsno Siiinmnheipcnestipeiies ener aldeameeagueitnistinimemiel 3, 260 | 2, 807 86 
Silawaacnsnbenagaimnsiokebemee am dunnsindasnchanakhitiendaiea 4, 106 3, 515 86 
Fe ncbvacccedynnstascesdthngsnieinenadesanrnanghuashhans anid 3, 989 3, 402 85 
eee naan amen aaeee ne arenas ameeeeemeanadetegs 3, 680 3, 100 84 
EE oe 4, 043 3, 516 87 
i nscccocsdennnenbaceonbapa Paap eabetegntrenhereishntahmbtae 4, 732 4, 275 90 
Bic rercendvcsedceccconccsshsucsubemnoons elude ibssaveice 5, 835 5, 410 93 








TasLteE 8.—Number of cheese factories, creameries, condenseries, and receiving 
stations, Wisconsin, selected years 














Year poe. Creameries oe Condenseries 
SIND... .2neacenousesneromipusernniwesndesenesacs 1, 928 1, 005 | 88 19 
SEED... ncccnndcstidabhveticambedebincabelhsss 2, 807 667 | 675 72 
DE sco ccncpcdebdibesncnedlbedssicwthitnh ace 2, 245 516 735 104 
BNR in cnncnecctetbctucsh sibbescondadbeabboe 1, 880 563 326 81 
BPE oc ncscgcgthdebecunendeeasenapiabiauiited 1, 509 375 348 98 
| SE OR SR Oe 1, 305 305 352 100 
Se Se ae 1, 120 252 266 81 
Tell cncmmenctsadepesbenehrtihteaeninndetiancend 1,078 235 251 75 
Percent increase 

Increase in average output per plant: 

BRED BS Be enscccuncceses bassteonuannedboased 161 SOO Veuthenbaucit se 20 





ee ee 
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TABLE 9.—General trend of farm prices and purchasing power, Wisconsin, 




















1910-55 
| ¢ om | @ | | no | pe | eo 
he eR hed Bk peor =| é2|_ | 
| ee | wg 2 | 3 | & = 3 | 32 | 3 @ 
Yearand month | $©° /8s5/ & | 2 | p 4 ao] & | 28 
| ab | B>s| PB eo 13 “ 2iosga| 3 as @ | 24 
l~-a |b-8i a | 8 | 8 eis|s*| SB isa| ais 
|e in | @ ; a) & | 8] Oo | & ; = |e | a | Aa 
| | | } 
ae | ie ot > Fe vO ror 
1916...) ddededslichad } 99} 100} 99| 101 |_____. bei 92} 100} 101} 98} 98] 101 
1090. ..n.-cuseeauuctenbes |} 203) 194) 22) 178 j....-.).2.... 243} 194| 198} 163] 211 96 
190K... osnhdbadot-b8.t 130 {| 127} 127] 127|......|-.....| 1440| 90] 149] 147] 140| 93 
10GB. itiackh ad ORadd | 106} 108] 104] 110} 125| 112] 93] 109| 98| 119] 124 85 
Se ee ; 103} 103; 108; 96] 113) 84} 89] 78| 97] 114] 124 83 
1965, <. asstedda da tabdiaack | 206} 202} 207} 196] 218} 174] 213] 169| 307} 209] Is2| 113 
5 259 | 264) 247/| 316 | 222| 164| 201/ 194] 183| 208| 262 99 
5 309 | 321} 301] 374] 248] 218/| 200) 200] 182] 205| 284] 109 
307 | 310! 319| 327| 235| 187] 237| 199} 209| 241| 290] 106 
268 | 271| 277| 273 | 228| 217] 210| 185 | 241 | 247| 285 94 
245 | 247) 252| 266] 198| 161| 200} 178| 248| 217] 282 87 
233 | 231/| 252] 231] 180| 125| 205/ 188| 251 | 215| 283] 82 
237 | 236 | 249| 237] 200| 170} 205| 184| 253 | 215| 285 83 
232} 232| 244| 224] 205/ 182| 203| 178] 253] 215| 287] 81 
234| 232| 239] 238] 211 | 159; 217] 178] 251] 215| 287 82 
230 | 226| 237) 230) 206| 146| 220| 179| 251| 215| 236| 80 
235 | 233 | 237/ 248| 215| 148] 218] 173] 251 | 215 | 286 82 
234 | 232} 242] 237| 219| 152] 207] 167| 251 | 215| 296 82 
| 234} 234| 283| 222| 199] 172| 192] 156] 253 | 215) 285 R2 
September | 241 | 243] 264| 220| 195] 203} 187| 155| 253] 215] 283 R5 
October... 22.22 |} 242) 244| 274) 207] 175] 209) 185| 158} 232] 215 | 284 85 





| | 
| | | | | 


TABLE 10.—All manufactured milk: Average price received by farmers for milk 
of average test, by months, Wisconsin, 1946-55 


{Dollars per hundred weight] 

















| | | } j | } | 
} | | | ! ¢ 
Year Jan. Feb. | asl Apr. | May | June | July | Aug. | Sept.| Oct. | Nov.| Dec. | poe co 

| | } | j | 
oy Sr [ in. pip 8 = oe PT eed he 
1946 —s 2.79 | 2.82 | 2.80 | 2.82 | 2.88 | 3.10 | 3.80 | 4.09 | 4.63 | 5.03 | 4.94 | 4.48 | 3. 58 
1947.____-_...._] 3.87 | 3.61 | 3.55 | 3.22 | 2.97 | 3.06 | 3.25 | 3.51 | 3.89 | 4.05 | 4.24 | 4.37 | 3. 54 
1948 J --| 4.47 | 4.27 | 3.99 | 4.02 | 4.19 | 4.27 | 4.46 | 4.37 | 4.18 | 3.85 | 3.69 | 3.61 | 4.14 
1908.4.2. ee | 3. 26 | 3.03 | 2.91 | 2.85 | 2.88 | 2.88 | 2.88 | 3.03 | 3.22 | 3.30 | 3.31 | 3.26 | 3. 03 
1060:Se ee | 3.13 | 3.07 | 3.00 | 2.90 | 2.87 | 2.88 | 2.90 | 3.01 | 3.17 | 3.30 | 3.41 | 3.65 | 3. 07 
1951_._.........| 3.90 | 3.89 | 3.77 | 3.56 | 3.60 | 3.58 | 3.55 | 3.63 | 3.74 | 3.93 | 4.07 | 4.08 | 3.74 
1952............| 4.00 | 3.93 | 3.85 | 3.73 | 3.73 | 3.69 | 3.76 | 3.96 | 4.21 | 4.32 | 4.19 | 3.89 | 3. 90 
1953 eo | 3.67 | 3.55 | 3.43 | 3.33 | 3.31 | 3.28 | 3.31 | 3.37 | 3.47 | 3.63 | 3.63 | 3.53 | 3. 44 
1954 _.....| 3.42 | 3.20 | 3.19 | 2.95 | 291 | 2.92 | 2.98 | 3.08 | 3.22 | 3.34 | 3.28 | 3.22 3.12 
1955 1... ...| 3.12 | 3.07 | 3.04 | 2.99 | 299 | 2.98 | 3.01 | 3.08 | 3.23 | 3.35 |- det tae 


| 
i 
| 
| 


1 Preliminary. 
TABLE 11.—Market milk: Average price received by farmers for milk of average 
test, by months, Wisconsin, 1946-55 


{Dollars per hundredweight] 





j , | * ! i my _ | | | | 1 
| | | | | 
| Annual 








Year Jan. Feb. Mar. | Apr. | May | June | July | Aug. | Sept. | Oct. | ver Dee. | average 

Dade site RA oe El lien ee ER eR a 

| | } | | } | | | 
ae 3.04 | 3.05 | 3.05 /3.05/ 310/325 | 389/410 | 4.56 | 4.95 | 5.03 | 4.7 3.72 
| fee | 4.33 | 4.02 3.95 | 3.77 | 3.43 | 3.41 | 3.63 | 3.92 4.18 | 4.38 | 4.53 | 4. 54 | 3. 92 
1948. _. 4.76 | 4.67 | 4.51 | 4.44 | 4.47 | 449 4.72 | 4.85 | 4.74 | 4.43 | 4.13 | 3.91 | 4. 53 
1949... ‘ 3.77 3. 51 | 3.29 3.16 | 3.08 | 3.08 | 3.21 | 3.42 | 3.62 | 3.73 | 3.72 | 3.58 3. 38 
1950 5 aa 13.50 | 3.44 | 3.35 | 3. 23 | 3.12 | 3.10 | 3.19 | 3.39 | 3.60 | 3.74 | 3.81 | 3.81 3. 39 
IDb.vissasws | 4.02 | 4.13 | 4.16 | 4.10 | 3.93 3.85 | 4.12 | 4.21 | 430 | 4.55 | 4.62 | 4. 48 4.17 
1952...-........| 4.47 | 4.48 | 4.47 | 4.32 | 4.09 | 4.05 | 4.42 | 4.58 | 4.86 | 5.10 4.95 | 4.51 4. 47 
MBit 4.19 | 3.99 | 3.89 | 3.75 | 3.58 | 3.52 3.77 | 3.81 | 3.95 | 4.07 | 4.00 | 3.74 | 3. 82 
1954._..........| 3.64 | 3.58 | 3.54 | 3.35 | 3.07 | 3.06 | 3.34 | 3.42 | 3.61 | 3.70 | 3.72 | 3. 56 3. 43 
1955 !__.....-...| 3.51 | 3.46 | 3.36 | 3.33 | 3.27 | 3.28 | 3.42 | 3. 


73 | 3.85 | 3.95 = Fenn ca cidteab anes 





1 Preliminary. 
69970—56—_—-2 
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TABLE 12.—All milk: Average price received by farmers for milk of average test, 
by months, Wisconsin, 1946-55 


{Dollars per hundredweight] 














Annual 
Feb. | Mar.| Apr.| May | June} July | Aug. | Sept.| Oct. | Nov.| Dec. average 
2.87 | 2.85 | 2.86 | 2.92 | 3.13 | 3.82 | 4.09 | 4.62] 5.01 | 4.96 | 4.55 3. 61 

| 3.70 | 3.63 | 3.32 | 3.05 | 3.12 | 3.32 | 3.59 | 3.95 | 4.12 | 4.31 | 4.41 3. 62 
4.36 | 4.10 | 4.10 | 4.24 | 4.31 | 4.51 | 4.46] 48) /| 3.98 | 3.80 | 3.68 4.22 
3.14 | 2.99 2.91 | 2.92 | 2.91 | 2.94) 3.10 | 3.30 | 3.39 3.41 | 3.34 3.11 
3.17 | 3.09 | 2.98 | 2.93 | 2.93 | 2.96 | 3.10 | 3.28 | 3.41 | 3.52 3.69 3.15 
3.96 | 3.88 | 3.71 | 3.68 | 3.64 | 3.69 | 3.77 | 3.91 | 4.10 | 4.24 | 4.20 3. 85 
4.12 | 4.05 | 3.91 | 3.83 | 3.79 | 3.95 | 4.13 | 4.39 | 4.56 | 4.46 | 4.11 4.08 
3.70 | 3.59 | 3.46 | 3.39 | 3.35 | 3.44 | 3.50 | 3.61 | 3.78 | 3.76 | 3.61 3. 56 
3.39 | 3.32 | 3.07 | 2.96 | 2.96 | 3.08 | 3.18 | 3.35 | 3.47 | 3.43 | 3.34 3. 22 
3.21 | 3.15 | 3.10 | 3.07 | 3.07 | 3.13 | 3.27 | 3.42 | 3. 65 |.....-}-.----]------..-- 


1 Preliminary. 


TABLE 13.—Cash farm income, Wisconsin and United States, 1946-54 





Wisconsin United States 
—_ Milk income Milk income 
Cash farm | Income from as percent Cash farm | Income from as percent 
income milk of total income milk of total 
Million Million Million Million 
dollars dollars dollars dollars 
aoe 947 503 53 24, 770 3, 709 15 
es 1, 056 507 4s 20, 664 4,012 14 
ere 1, 153 590 51 30, 253 4, 389 15 
SE cinccstnatneaisadsiontea 939 452 48 27, 864 3, 748 13 
SR 924 435 47 28, 405 3, 719 13 
hed ncnandben 1, 125 537 48 32, 909 4, 250 13 
GAAS <b soortanares 1,140 580 51 32, 702 4, 566 14 
i cncnectenenateiceaiell 1, 053 534 51 31, 244 4, 373 14 
hi cccnantunion ‘ 1, 003 502 50 30, 203 4, 131 14 


TABLE 14.—Civilian per capita consumption of dariy products and margarine, 
United States, 1910, 1920, 1930, 1940, 1946-54 











[Pounds] 
| | Condensed Dry lee Fluid milk Nonfat M 
Year Butter | Cheese!| and evapo- | whole dry milk arga- 
rated milk? | milk | °e@m jandeream?) “shjids rine 
is dvemeacetindl 18.1 4.2 Se Eonccaekibe 1.9 Re 1.5 
eins cornet 14.6 4.0 8.5 ae 7.5 348 .2 3.4 
as 17.3 4.6 13.4 on 9.6 337 1.3 2.6 
tii aol | 16.7 5.9 19.1 wil 11.2 331 2.2 2.4 
a tant 10.4 6.6 18.3 5 22.8 389 3.2 3.8 
is an wath 11.1 6.8 20.0 4 19.8 369 2.9 4.9 
SL dee 9.9 6.8 19.8 3 18, 2 355 3.3 6.0 
Sb cdmawn 10.4 7.2 19.5 2 17.4 352 3.2 5.7 
10.6 7.6 19.8 3 17.0 349 3.6 6.0 
RP 9.5 7.1 18.0 3 17.1 352 4.2 6.5 
Re ibecieaaad 8.6 7.5 17.4 4 17.6 352 4.6 7.8 
8.6 7.4 17.2 3 17.7 350 4.1 7.9 
ee ey 9.0 7.7 16.4 on 17.0 352 4.6 8.3 





! Whole and part whole milk cheese. Excludes full skim cheese, and cottage cheese, curd and creamed. 

2 Case and bulk goods, unskimmed only. 

* Includes cream in terms of whole milk equivalent. Farm weight for farm consumption, distribution 
weight for nonfarm consumption. 
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Mr. AnernetTiy. Thank you, Doctor, 

Now, who is to follow you? 

Dr. Faire. Dr. Cook. 

Mr. Aprrenetnry. I wish you would stand by in the event we would 
like to ask you some questions. 

Will you give your name for the record ? 


STATEMENT OF DR. HUGH L. COOK, ASSOCIATE PROFESSOR OF 
AGRICULTURAL ECONOMICS, UNIVERSITY OF WISCONSIN 


Dr. Coox. My name is Hugh L. Cook. I am an associate professor 
of agricultural economics, University of Wisconsin. Most of my work 
is research and teaching of dairy marketing. 

IT am appearing before this committee in response to the invitation 
whieh it offered Dean Froker, of the College of Agriculture, that the 
staff present any information which might be useful to the commit- 
tee. In the interest of conserving on the time of this committee three 
of us at the College of Agriculture, who have some research results, 
have decided that IT should read a brief summary statement for the 
record. This statement presents the conclusions of some of the work 
of Profs. Truman Graf, Harlow Halvorson, and myself. More de- 
tailed reports which form the basis for this statement are available 
for the use of this committee and may be entered in the record if you 
wish. Professor Graf is now on temporary duty with the Navy in 
California. However, Professor Halvorson and I will be available 
during the remainder of the day to try to answer questions which the 
committee muy wish to ask that have to do with any of the studies 
which are reported on here. 

This statement is divided into four parts. The first three of these 
report upon specific research studies conducted by us and the fourth 
section summarizes some of our general impressions about the dairy 
ee program based on our observations of it during the postwar 

eriod. 
Y The first section reports the results of a survey of Wisconsin dairy 
farmer attitudes toward the dairy price-support program and was 
conducted by Prof. Halvorson and Henry Lerdau, formerly of the 
Department of Agricultural Economics, and now at Carnegie 
Institute. 

1. Nearly 1,300 Wisconsin dairy farmers replied to a mail ques- 
tionnaire on price supports from a randomly selected sample, taken 
in May and June 1955. 

2. In reply to the question, Should we have a support program 
and if we have one, how should it work? thirty-four percent pre- 
ferred supports for all farm commodities, 17 percent were in favor 
of maeet for dairy products only, 6 percent favored supports for 
just those commodities which are now supported, and 16 percent were 
not in favor of supports for any commodities; 27 percent expressed 
no opinion. 

3. If we have a support program, 28 percent of these farmers 
favored supports at 100 percent of parity, with another 37 percent at 
90 percent of parity, and 11 percent favoring them somewhere be- 
tween 75 and 90 percent of parity; 8 percent wanted no supports on 
dairy products, and 16 percent did not give an opinion. 
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4, If it were necessary to control milk production, 37 percent would 
prefer a cull dairy cattle purchase program, 15 percent a 2-price “oe 
with low prices for milk in excess of a quota, 12 percent a plan which 
limited dairy herds to their present size and 8 percent other methods. 
Twenty-three percent did not express an opinion. Younger farmers 
were less in favor of limiting herds to their present size. 

5. About 40 percent thought they would prefer 90 percent of parity 
with production controls of some kind as against 24 percent who would 
prefer 75 percent supports with no production controls. However, 
36 percent either didn’t know or didn’t answer this question. Middle- 
aged farmers seemed to prefer the 90-percent supports with produc- 
tion controls a little more than other farmers, both younger and 
older. 

6. Those farmers who were willing to express an opinion were 
almost equally divided between those preferring direct payments as 
compared with a price-support program, with 32 percent preferring 
the first and 29 percent the second. But nearly 40 percent did not 
give an opinion. 

The second study reported on here is one conducted by Professor 
Halvorson and myself on a producer-financed dairy price-stabiliza- 
tion program. More specifically, our findings are based on a study 
of the self-help plan recommended by the National Milk Producers 
Federation at their November 12, 1953, annual meeting and intro- 
duced in Congress as the Dairy Stabilization Act of 1954. Chief 
provisions of this proposal are: 

1. To establish by act of Congress a Federal Dairy Stabilization 
ee with general powers and liabilities similar to those of the 
CCC. 

2. The Board would— 

(a) Be authorized to acquire, handle, and dispose of milk and 
dairy products; 

(5) Be authorized to borrow up to $500 million from the CCC 
at rates equal to the cost of money to the Government ; 

(c) Be authorized and directed to stabilize prices of milk and 
butterfat to producers at a level determined annually ; 

(d) Stabilize prices through operatic of a surplus holding 
pool for surplus dairy products bought and removed from the 
ordinary channels of trade; 

(e) Be required to buy products at prices which would return 
to producers (on an average) the prevailing stabilization levels 
for milk and butterfat ; 

(f) Be forbidden to sell from the pool for use in the usual 
channels of domestic consumption at less than current stabiliza- 
tion prices; 

(7g) Be authorized to turn over to the CCC an amount equal 
to imports of dairy products and equal to increased milk setae: 
tion due to diversion from controlled acres. 

3. Costs of operating the program would be estimated annually by 
the Board for the following year and appropriate amounts withheld 
from farmers’ milk checks by the dairy plant and remitted to the 
Bureau of Internal Revenue. 

4. All assets of the Board would be deemed property of the United 
States and would be exempt from taxes and licenses except State and 





| 
| 








INVESTIGATION OF DAIRYING, 1955 13 


local real-estate taxes. Also certain Board activities would be exempt 
from trade practice regulations. 

5. Statistical information and office space would be furnished to 
the Board by the Department of Agriculture. 

6. The CCC could not dispose of any stocks without consent of the 
Board. 

Proponents of the Federation plan name several benefits they feel 
would result, but there is evidence that the chief motivation for ad- 
vancing the plan is to get machinery for supporting milk prices at 
higher levels than those which now prevail. 

Our study reports the following conclusions : 


On general effectiveness 

1. There is little reason to assume that the Board could do much 
better either at setting support prices or at disposing of surpluses 
than the CCC is doing under present legislation. 


As cost to consumers 

2. Consumers would not be freed from the burden involved in Gov- 
ernment price supports for dairy products. If Board action resulted 
in higher dairy product prices, consumers would be paying for the 
pa by these higher prices instead of partly by taxes and partly 
by higher prices as they now do. These taxes are based to a major 
extent on ability-to-pay principles. Higher prices would bear rela- 
tively more heavily on lower income consumers than the present pro- 
gram. 


As to farmer benefits 

3. The federation statement admits that at the same level of sup- 
ports there would be little if any difference in farm prices whether 
the Board did it or the CCC. However, under Board operation, as- 
sessments would be levied against farmers to cover costs while under 
CCC the general public is assessed through the Treasury. The chief 
argument for Board prices is that they may yield farmers more, even 
with farmer assessments, depending upon how much higher than CCC 
ouppente the Board would set its own supports and, of course, con- 
sidering its loss on the surplus. In 1953 costs to farmers would in 
our opinion have been at least 314 times higher than the estimates 
made by the federation, even assuming no decreases in consumption 
would result from higher support levels. Actually a 10-percent in- 
crease in support prices at processing plants, if passed on in full to 
consumers, might result in a 5-percent decrease in consumption. 


Problems of estimating required fees 

4. There would be a great problem of forecasting surplus produc- 
tion which would have to be purchased and stored by the Board, and 
on which estimates producer assessments would have to be made a year 
in advance. An example of this difficulty is the estimates made in 
the plan itself. The actual purchases by USDA in 1954 were more 
than three times the estimates of the federation. 


Stabilization prices 

5. We believe the federation plan has inadequate standards or 
guides for price stabilization. It refers to parity but no standards are 
set forth at what percentages of parity or within what range of parity 
the Board should operate. 












14 INVESTIGATION OF DAIRYING, 1955 


Sales from the pool at less than the stabilization price 

6. The Board would be put in the same straitjacket as the CCC with 
respect to sales in domestic trade channels at less than current stabili- 
zation prices. This restriction would need to be modified to permit 
sales at lower prices under circumstances which the Board determines 
would be in the interests of the public and the dairy industry. 


Disposal to COC of amounts equal to imports and increased milk pro- 
duction due to diversion from controlled acres 


7. With respect to imports, the plan seems to endorse an idea that 
there should be no imports of dairy products, or that to the extent 
they are permitted to come in, the Government has a responsibility to 
compensate the dairy industry for them. 

With respect to milk production from diverted acres it would pose 
a problem of actual determination that would be difficult if not im- 
possible to resolve. Such a feature seems inconsistent without adopt- 
ing its counterpart, namely, obligating the Board for any increased 
production by dairy farmers of Government price-supported com- 
modities. 

We believe, therefore, that these features would be very difficult to 
handle, and certainly would produce overlapping and duplication of 
CCC and the Industry Reni. 

Responsibility for foreign disposal 

8. This act would create what amounts to a dairy industry cartel, 
particularly with respect to foreign trade. The fact that some im- 
portant foreign governments have used quasi-public agencies to 
stabilize returns to producers might limit foreign objections. How- 
ever, there seems little question that, depending upon levels of sup- 
port, substantial quantities of surplus would have to be sold at export 
at less than domestic prices. Congress and the executive branch 
could not escape responsibility for dumping activity carried on by 
an agency to which they had delegated sweeping authority. The in- 
tensity of foreign objections and retaliatory actions would increase as 
the volume of United States exports increased. 

9. The dairy price-stabilization program would still have to depend 
upon Government to shoulder a considerable part of the existing dairy 
surplus problem. 

(a) CCC would still have to take care of existing price support 
stocks, any milk flow from diverted acres, and an amount of milk 
equal to total dairy imports, about 0.5 billion pounds in 1953. 

(6) CCC cold not sell its own stocks at prices which would 
interfere with the Stabilization Board’s operations. 

(c) Federal distribution programs, as under section 32, would 
have to “give due consideration” to obtaining dairy products 
from the Board. 

(d) The Government would exempt the Board from licenses 
and taxes except real-estate taxes and from certain types of 
prosecution. 

(e) USDA would have to furnish free space and services. 

By way of conclusion, this study was directed at analyzing one 
self-help proposal to which others made up to now seemed to be 
similar. ‘These have proposed, in effect, to take over a part of CCC 
function through not all of its responsibilities. ‘The proposal con- 
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tains little by way of specification for new action. The study we 
have summarized did not lead to the conclusion that nothing could 
be gained by the industry accepting more responsibility for the dairy 
price problem. 

Indeed the moral effect of shouldering more of the responsibility 
for the price support program could be significant. Excessive costs 
and unmanageable stocks would have to be justified by the industry. 
Perhaps the Board could get better cooperation from the industry on 
developing new techniques and products, merchandising aggressively, 
pricing products effectively, storing and managing stocks in an 
orderly manner and so on. A plan built around these objectives— 
rather than primarily around surplus purchase and disposal—might 
merit further study. 

The third study reported on is an analysis of changes in retail 
prices, marketing margins and profits on dairy products in Wisconsin 
from 1951 to 1954. It was conducted by Prof. Truman Graf and is 
included in the Report of the Special Joint Committee on Dairy Price 
Spread to the 1955 Wisconsin Legislature, of which Professor Graf 
and I were members designated by Dean Froker of the college of 
agriculture. 

One of the purported reasons for reducing support prices on milk at 
the outset of the 1954-55 marketing year was to encourage consump- 
tion. This reasoning assumes that declines in farm milk prices will 
be passed on in large part to consumers. What has been the experi- 
ence in Wisconsin? A study based on individual firm records and 
various published data shows the following: 

(a) Between 1951 and 1954 Wisconsin farm prices of milk 
used for bottling purposes dropped 1.41 cents per quart, and on 
home delivered prices actually increased 0.41 cent per quart. 

(6) During this period of time, when the farm price of milk 
for bottling et 1.41 cents per quart, marketing margins on 
store sales increased 1.42 cents per quart, and on home delivered 
sales 1.78 cents per quart. 

(c) Gross marketing margins to Wisconsin bottling plants 
increased 2.28 cents per dollar of sales between 1951 and 1954. Of 
this increase 79 percent was attributable to increased operating 
expenses, and 21 percent to increased net profits. 

(d) Net profits to Wisconsin bottling plants averaged 2.10 
cents per dollar of sales during the period 1951-54, and for in- 
dividual plants ranged from 8.83 cents to a loss of —2.07 cents 
per dollar of sales. 

(e) Wisconsin farm prices have dropped 5.8 cents per pound 
of cheese during the stot period, United States retail prices 
have gone up around 2.9 cents per pound, and margins have 
therefore increased 8.7 cents per pound. 

(7) During the same period farm prices have dropped 11.5 
cents per pound of butter, and retail prices only 9.5 cents per 
pound. Marketing margins have, therefore, increased 2 cents per 
pound. 

Thus declines in farm prices were not accompanied by equal declines 
in prices to consumers. 

Moreover, even if all the drop in the farm price of milk were passed 
on to the consumer, percentagewise the retail price takes a smaller 
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drop than the farm price. It is known from research conducted else- 
where that the demand for dairy products is relatively inelastic. This 
means that even if all the farm milk prices would have to drop by 
about 20 percent to get consumers to use 5 percent more milk. This is 
partly explained by the fact that farm prices represent only 40 to 50 
percent of consumer prices, 

This last section presents a summary of impressions and conclusions 
based mainly on observation and study, but not on any specific re- 
search reported here, except for item (¢) of the group. 

It seems obvious that a dairy price support program would be ad- 
ministratively unworkable if the Government were to purchase milk 
direct from farmers, because of its bulk, perishability, and difficulty of 
processing. The choices, then, are mainly those of either making 
direct supplemental money payments to farmers or giving support by 
(1) making purchases of or loans on the products of milk, or (2) in 
some other way expanding the demand for milk and milk products. 
Since the purchase and loan route has been chosen, a number of short- 
comings of this method have become increasingly clear. Some of 
these are: 

1. Serious disadvantages seem to be developing for farmers whose 
milk is normally made into dairy products which have not been 
designated for purchase under the support program, such as evapor- 
ated milk and foreign-type cheese as compared with butter, dry non- 
fat solids and cheddar cheese. The evidence is clear that 
nonsupported products frequently have difficulty maintaining their 
competitive position with supported products. 

2. The existence of a market at fixed prices to the Commodity 
Credit Corporation has decreased the normal incentive to push the 
merchandising of products by processors and middlemen in surplus 
producing areas. If modified by the application of seasonal or geo- 
graphic differentials, these adjustments are not necessarily beneficial 
to dairy farmers except insofar as they help their marketing organi- 
zations. We feel the membership of the individual organizations 
should make the choice of selling to CCC at uniform or near uniform 
support levels or to their regular outlets for somewhat less in order to 
hold these outlets. 

3. Since the products of milk are purchased for support at the 
assembler level, questions have been raised over whether CCC support 
money in full reaches farmers, or whether there are leakages ane 
the way. Since competition is geographically spotty, reliance on it 
to assure that farmers get the full benefits of Government purchases 
seems far from perfect. 

4. The procedure currently used to calculate purchase prices for 
butter and nonfat dry milk power is different from the one used for 
cheddar cheese. Different calculation procedures have meant that 
cheddar cheese purchase prices are lower relative to butter-powder 
than they would be if similar procedures were used. This seems to 
have weakened the competitive position of American cheese factories 
in Wisconsin at least. It is important that CCC buying prices be 
set so that the program itself does not give one segment of the industry 
a competitive advantage over the others unless this is clearly in the 
public interest. 
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5. There is a problem in announcing a new milk support price at 
the start of new marketing years. When price supports are to be 
lowered, the milk produced up to the time of the change should receive 
a price based on the previously higher support price. In the past, 
CCC has attempted to protect farmers in this respect by making direct 
payments to dairy plants for price-support products on hand at the 
time of the change. Although this may be the only feasible procedure 
under the purchase-type program, there is no real assurance that this 
support money actually reaches farmers. Furthermore, those hold- 
ing nonsupported items may either take heavy losses or their supply- 
ing producers may begin to take price reductions several weeks in 
advance of the change. 

There are other considerations in evaluating the dairy-support pro- 
gram. Some of them are: 

(a) Application of the modernized parity formula to milk has 
meant an increase of around 15 cents per hundredweight in its 
parity price. 

(6) However, as an offset, revising the basis of calculating the 
parity equivalent on manufacturing milk means that farmers need 
dairy supports of about 80 percent of parity to get the same 
dollars and cents supports as they previously got with 75 percent 
of parity. Furthermore, it seems unlikely that the parity equiv- 
alent for manufacturing milk can become relatively higher with- 
out drastic changes in marketing technology. 

(c) When modernized parity is applied to the so called basic 
crops of wheat and corn, dairymen should get some relief in the 
form of slightly lower feed costs. Dairy farmer costs for these 
products have been higher than they would have been if modern- 
ized parity had also been applied at the same time to them. 
Although modernized parity will begin to apply to the 1956 crop 
of basics, because of the transitional parity provision, it may take 
several more years for the full effect of this change to take place. 

(d) The present type price support method furnishes the chief 
rationale for embargoes on imports of dairy products. This con- 
flicts with what is apparently our international trade policy of 
freer movement of products between countries. But so long as 
_ supports are operated by the present method, the Public 

reasury needs some protection against the liability of supporting 
world milk prices. 

(e) The support program for dairying involves both purchase 
and disposal activities. Any appraisal of support costs should 
consider both of these. When supports are carried out on a 
small scale and for relatively short periods, the present type 
program seems to be relatively efficient. At its recent or present 
scale, several alternatives may be more efficient in terms of Treas- 
ury cost. These include direct supplemental money payments to 
farmers, demand expansion programs like the school-milk pro- 
gram or national food allotment plans, or as a last resort, produc- 
tion controls. Effective combinations of these including the 
purchase and loan method may be even more desirable. 

(f) The present dairy-support program consists of two parts. 
First, the purchase of surplus manufactured dairy products as 
support for the price structure of the entire dairy industry. Sec- 
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ond, the Federal fluid milk marketing order and agreement pro- 
gram as a special price-support program for farmers selling to 
fluid markets. This fluid-milk program rides as a sort of super- 
structure on the manufactured milk support program since sur- 
pluses developed in fluid-milk markets can be diverted into manu- 
factured products which are in turn supported. 

Wisconsin dairymen are concerned with both of these programs. 
We feel the Federal order program is performing an important role 
in improving conditions oF orderly marketing of fluid milk which 
is of benefit to the entire dairy industry. However, there are a number 
of possible improvements which we feel could be made in the orders 
themselves which would be both in the public interest and in the inter- 
est of the entire dairy industry. These are: 

1. Modify several provisions of Federal orders which tend to favor 
farmers in the area of the order more than is desirable from the stand- 
point of the public interest. The objective is to minimize the restric- 
tive effect of the orders on the movement of milk from surplus- 
producing areas to markets that need it. 

2. Charge the Secretary of Agriculture with more responsibility 
for protecting other than purely local interests in our administra- 
tion. Where necessary to achieve this objective, revise the wording 
of basic market agreement legislation to change the peculiarly local 
character of order hearings and decisions. 

3. Amend the wording of basic legislation so as to deny the use of 
Federal marketing agreements and orders to markets where State 
and local health requirements can be shown unnecessarily to restrict 
the importation of milk from outside areas. 

(¢g) Milk production responses tend to be inelastic and slow 
to develop. It takes a large decline in relative milk prices to 
bring about enough of an effect on production per cow to overcome 
the output increasing effects of better feeding and better cows. 
Lower milk prices seem to have good alternatives, but in areas 
where dairying is specialized, cow numbers are on the increase. 
It is our feeling that due to improved technology dairy production 
is likely to increase at a rate faster than demand based on popula- 
tion growth and rising consumer incomes. Consequently, too 
much milk at prices farmers think are reasonable is likely to be 
a continuing problem for the dairy industry. 

Our testimony ends with the reports on which it is based. These 
are available to your committee. Thank you for the opportunity to 
appear before you. 

(The reports referred to above are as follows:) 


IDEAS AND SUGGESTIONS ON THE AGRICULTURAL PRICE-SupPORT PROGRAM, WITH 
PARTICULAR ATTENTION TO THE DAIRY PROGRAM AND INTERNATIONAL TRADE 
IMPLICATIONS 


Prepared by a faculty committee of the University of Wisconsin, Madison, Wis., 
consisting of Hugh L. Cook, Lee Day, Harlow W. Halvorson, Arthur H. Miller, 
Raymond J. Penn, and Karl Shoemaker. 


SUMMARY 


Several major criticisms of the present agricultural price-support program 
seem to stem out of the fact that the Government is trying to support prices at 
90 percent of parity with a program best suitable for supports at lower levels. 
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1. Present support programs have achieved their goal of increasing farm in- 
comes. On the other hand, they may have postponed and thereby made more 
difficult some major adjustments for agriculture. 

2. Disruptions in the processing and marketing of agricultural products, 
particularly in the dairy industry, are the main problems associated with the 
market manipulations which are basic to present price-support programs. 

8. Consumer preferences are not adequately reflected in the product price, 
which invites both substitution and consumer opposition to the entire program. 

4. The magnitude and complexities involved in the present type of program 
are directly related to the price-support level. Its drawbacks are greatest at a 
high level, and it functions with least difficulty where the level of support is low. 

For these reasons we recommend consideration of a basically different type 
of price program. The essential faetures suggested here are: 

1. For perishable commodities and for some storables for which either imports 
or exports are an important consideration: A program of direct payments based 
on the quantity sold. 

2. For feed grains: A nonrecourse loan type of support, related to the level 
of livestock and livestock product prices. 

3. For all commodities: A flexible price-support program. 

4. For all producers: A program which encourages efficient production but 
which limits extremely large payments to large scale producers of products not 
in strong demand. 

The committee recognizes that this Nation’s agricultural price-support pro- 
gram should be compatible with the expanded foreign-trade program which is so 
important a part of the United States foreign policy. Price-support recommenda- 
tions of this report were designed to reduce the need for embargoes and other 
devices harmful to the development of stable trade. Hence this report does not 
document the problems associated with embargoes. 


IDEAS AND SUGGESTIONS ON THE AGRICULTURAL PRICE-SUPPORT PROGRAM, WITH 
PARTICULAR ATTENTION TO THE DAIRY PROGRAM AND INTERNATIONAL TRADE 
IMPLICATIONS 


This report has been prepared as a result of Secretary of Agriculture Benson’s 
request to Dean Froker inviting: 

(1) A brief evaluation of the present price-support laws as they relate to the 
dairy industry; and 

(2) Suggestions on alternatives to the present law which seem to hold promise. 

Staff members from the department of agricultural economics have prepared 
the report. It is based primarily on cognizance of problems resulting from 
price-support programs, previous analysis of some specific features of the pro- 
gram, and ideas developed in the literature. Time precluded a thorough analysis 
of all the suggestions here made. BEven though further analysis could be ex- 
pected to materially alter parts of the report, nevertheless the committee feels 
it has set down the outline for the most promising avenues of approach to the 
price-support problem. 

Although this report concentrates on price supports, the committee is keenly 
aware that there are other important elements to a balanced program for 
agriculture. 

There are certain fundamental factors that need to be recognized in the 
consideration of problems involved in developing and maintaining a price-support 
program that will function to the best longtime interest of the industry, including 
the producers. 

The interest and enthusiasm of the current stepped-up sales program focuses 
attention on two of these factors, namely: 

1. In any effective sales program the quality of the product is basic. 

2. A close-knit promotion program, including all segments of the industry, 
is desirable to achieve the best public relations and to eliminate cross purposes. 

This problem of uniformly high quality is difficult to handle in an industry 
with a large number of separate plants and producers. Therefore a carefully 
worked-out program of grading and grade labeling consumer packages of milk 
and other dairy products would seem very beneficial in the efficient use of sales 
dollars. 

To the extent that a good program can be developed by the industry covering 
these points, less dependence upon Government support programs could result. 

A high rigid support program may preclude the feeling of necessity on the 
part of the industry for an aggressive sales program. 
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A BRIEF EVALUATION OF PAST DAIRY PRICE-SUPPORT PROGRAMS 


Price programs in the dairy field can be considered as falling into two types: 
(a) Those directed primarily at the manufactured dairy products which are 
intended to support either directly or indirectly the entire dairy industry, and 
(b) those directed specifically at the fluid-milk markets. In the latter case, 
the fluid-milk markets pricing activities operate in the context of a super- 
structure upon the prices developed for the manufactured dairy products. 

While the legislation upon which these first two programs are based is different, 
interactions exist between programs in both fields, and in fact, an evaluation of 
price-support activities in the dairy industry would be glaringly incomplete if 
it did not simultaneously consider both programs. 

The dairy industry is also affected to a considerable extent by the operation 
of price supports in other fields. Thus, support of feed grains has an impact 
upon the dairy industry through its cost-increasing effects for milk producers. 
This has been one of the major objections of milk producers to the emphasis of 
support activities on the storable commodities. 


Supports on manufactured products 


Price supports on the manufactured products have generally taken the form 
of open-market purchases of manufactured dairy products, mainly butter, cheese, 
and powdered milk. At one time or another, however, milk marketing orders, 
normally applied to fiuid milk markets, have been tried for evaporated and 
powdered milk. 

Purchase announcements have been made for either specified or unspecified 
periods, with either fixed or variable seasonal adjustments, with or without 
geographic price differentials, and with price relationships among the various 
grades and products which have had differential and varying effects upon pro- 
duction of the several grades and qualities. Each of these situations has had its 
effect upon people—farmers, farm organizations, the marketing trade, consumers, 
and taxpayers. Any analysis will involve judgments about the impact of the 
programs upon all groups. 

The announced support or purchase prices for manufactured dairy products 
are generally calculated in such manner as to yield to dairy farmers a specified 
percentage of the parity price for milk. Several years ago cognizance was taken 
of the essential differences between milk for manufacturing purposes and milk 
for fluid consumption and the fact that the United States average milk price 
upon which the parity price was based was a composite of these two prices; as a 
result a separate parity equivalent for manufacturing milk was developed to 
form the basis for setting support prices on the manufactured products. 

In addition to parity prices for milk, parity prices are determined for butter- 
fat. The apparent basis for this was the fact that several decades ago a large 
proportion of the farm produced milk was marketed in the form of farm sepa- 
rated cream. Since then, however, great changes have been made in the market- 
ing practices of dairy farms and today, particularly in the regions of heavy milk 
production, nearly all of the milk produced is marketed in the form of whole 
milk. Marketings of farm separated cream occur today primarily in those areas 
where milk production is a minor or supplementary farm enterprise, particularly 
areas in the Great Plains States. In this sense, therefore, the computation of a 
parity price for butterfat has not kept up with the technological changes which 
have occurred in the dairy industry. In addition, however, the butterfat compo- 
nent of milk has been subjected to a substantially higher or stronger degree of 
competition than has either whole milk or the nonfat component. When milk 
prices are quoted on a butterfat basis the value of the nonfat components are 
imputed to the butterfat component in arriving at a price. The resulting butter- 
fat prices have not as a result been consistent with the changes in demand for the 
fat component. In view of these two serious limitations it would seem advisable 
to either, (a) discard completely the computation of a parity price for butterfat 
or (0b) in using a butterfat price as the basis for supporting prices of dairy 
products to take a lower percentage of parity for butterfat as the support level, 
as compared with the percentage that would be set for whole milk. An addi- 
tional possibility would be to encourage the pricing of milk on a whole milk basis 
where sold as whole milk. Where milk is marketed as cream, the price should be 
quoted on a butterfat basis since the butterfat represents practically all of the 
value of the marketed product. The result would be that butterfat prices re- 
ceived by farmers would continue to gradually decline relative to whole milk 
prices based on the gradually declining demand for butter. Supports could then 
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approximate the support level for whole milk and would still not seriously impair 
the gradual shift away from butterfat in cream production. 

In the administration of price supports for milk through the mechanics of 
open market purchases of manufactured dairy products there can be no doubt 
that these activities have contributed substantially to the incomes of milk 
producers. This is, after all, the first objective of a price-support program. 
In these price-support operations milk producers have in a sense benefited in 
the form of finding an unlimited market at the price-support levels. Price sup- 
ports have insured that declines in demand or increased production or their 
combination would not drive prices to disastrously low levels. The substantial 
price declines encountered during the fall of 1948 and during 1949 might well 
have been considerably greater without the assistance of a price-support pro- 
gram for dairy products. 

It seems on brief analysis that the major harmful or undesirable effects of 
price-support programs for dairy products insofar as they have worked out in 
the past have been confined quite largely to, (@) organizations engaged in the 
marketing of dairy products (either farmer organized or others), (b) consumers 
generally, and (c) farmers themselves, insofar as they have delayed adjustments 
which would inevitably have to be made. 

In the case of effects of the support programs on marketing organizations a 
number of specific illustrations may be cited. However, judgments with respect 
to the burden of costs of the programs upon these agencies must be considered 
along with other costs and along with the benefits achieved under the program 
and all of these features considered in the light of alternatives available to 
achieve either the same or better results, 


Mifects on marketing agencies 


The undesirable effects of support programs for dairy products on marketing 
agencies may, therefore, be enumerated in relation to the features of the support 
program as follows: 

(a) Central market purchased as compared with geographic price differentials 
or uniform prices for the United States.—Price-support activities under the 
Dairy Products Marketing Association and the Federal Surplus Commodities 
Corporation in 1939 took the form of purchases at central markets, particularly 
Chicago, for butter. This type of operation had the effect of tending to maintain 
the normal geographic price differential for milk and other dairy products in 
accordance with the transfer costs involved in marketing. It had several fea- 
tures, however, which added to the cost of the program. 

1. It tended to move supplies through the Chicago area and through the 
exchange which was not consistent with the normal marketing pattern for 
butter. 

2. In making purchases at Chicago, costs were higher than they might have 
been had purchases been made at country points. However, it must be reiterated 
that central market purchases did not seriously interfere with the established 
marketing practices of the trade. 

Price-support activities have gradually evolved over time to the point where 
purchase announcements were uniform for manufactured dairy products on a 
geographical basis. 

While the objective of achieving prices for milk in the United States which 
will average out at the support level may lead some to argue for this procedure, 
the same results could be achieved through open market purchases at some 
central points, the purchase prices being set at levels to achieve the United States 
average support level and still give results in accordance with the normal geo- 
graphic price differences. The uniform geographic prices have had several 
serious consequences for several segments of the dairy industry. The pur- 
chases of manufactured dairy products have tended to be concentrated relatively 
mure heavily than they otherwise may have been in the “surplus” producing areas. 

The uniform price scheme has led to a separation of farmer organized and 
operated marketing agencies from their normal retail or wholesale outlets and 
seriously, therefore, weakened their competitive position as well as destroyed 
part of the investment in brand preferences and incentive to merchandise dairy 
products. Purchases by the price-supporting agency have led to a bypassing of 
many of the agencies enraged in the marketing of dairy products and as a 
consequence they have suffered financial loss. Since March 1953 a recognition 
of this problem has resulted in some geographic difference in announced purchase 
prices. 
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(b) Flat seasonal against normal seasonal adjustments in support price 
levels.—The gradual evolution in price-support adminstration to a flat seasonal 
support level has had serious impact upon the storage activities of the marketing 
agencies in the dairy industry. The existence of these flat seasonal prices has 
resulted in substantial volumes of dairy products moving directly into storage 
in Government hands, therefore bypassing the private trade and adding to 
Government costs. In addition, it has tended to weaken the program of attempt- 
ing to stimulate a more nearly even seasonal pattern of milk production. Given 
minimum prices known in advance and prices at or near support levels there is 
little reason why many farmers should not revert to the practice of freshening 
in the early spring and as a result getting maximum milk production in the 
late spring and early summer months when costs are low. Under these circum- 
stances they know that prices will not drop below support levels and their in- 
comes may be increased by this procedure. 

The alternatives to flat seasonals appear to be either (a) seasonal adjustments 
in supports or, (0) restricting price support activities to either the into-storage 
or the out-of storage season. 

(c) Price relations among grades and products.—The complexity of the price 
structure for grades or products in the dairy industry adds to the difficulty of 
any support program implemented via the open market purchase routes. The 
objective of encouraging production of higher quality products should not be 
nullified with a program which encourages low quality products through rela- 
tively high prices. On the other hand, price supports which encourage high 
quality products may very well tend to result in much of the better quality 
reverting to Government stocks with the lower grades being left for the consumer. 
There is no simple answer to this difficulty but there are several ways to partially 
avoid it. These methods could take the form of making adjustments rather 
frequently in the relative support prices for the various grades to insure that 
an unduly large proportion of high quality products are not kept from consumers. 
Another advice might be that of restricting the support program to only certain 
periods of the year with the proviso that stocks accumulated be disposed of at 
whatever they can bring before a new period of support activity is entered into. 

The relative support prices established for the various dairy products have 
tended to maintain historical price relations among them and have not been 
modified sufficiently to be consistent with changing demands for these products. 
In particular, the support levels for butter appear to have been maintained at 
too high levels as compared with other dairy products and as a consequence 
there has been little or no opportunity to meet the threat of competition from 
substitutes which has developed. During this period a major share of the market 
for butter seems to have been permanently lost. This is not meant to ascribe 
all of this loss to the support program but rather to point up the rigidities 
involved in the support program insofar as they have limited the dairy industry 
in meeting this threat. 


Impacts on consumers 


Consumers have suffered from the operation of price-support programs on 
at least two counts: 

(a) Higher prices for price-supported commodities during periods of 
active-support operations. 

(b) Higher costs of Government involved in the operation of these 
support programs. 

While the relative magnitude of each of these costs cannot be easily deter- 
mined, it is certainly safe to say that for certain periods they have each been 
substantial. In addition, however, the support activities have aroused consumer 
antagonism; there has been insufficient explanation given of the reasons why 
price supports have been undertaken at particular times. Consequently, con- 
sumers’ resentment against farmers has manifested itself in a number of ways 
and the long-run consequences may not be helpful to agriculture. 

A third important consequence of price supports achieved through open- 
market purchases has been the inconsistencies of this program with our broad 
national objective of encouraging increasing trade between the United States 
and other nations. The imports of any other nation must be paid for, ultimately 
by exports to us. Yet when our open-market purchase prices for support have 
been high, they have encouraged a movement of dairy products to the United 
States. If unrestricted, this would result in support of the world price for 
these products. Import restrictions have had to be imposed to keep down the 
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costs of price supports. But on the other hand, these restrictions have given 
nations with whom we have entered into trade agreements a real basis for 
questioning our good faith in undertaking trade agreements and tariff-lowering 
programs. The international frictions developed among allies in a world in 
which allies are greatly needed are heavy costs for supporting the dairy industry. 


Relationships involved in the fluid milk and manufactured dairy products 
programs 

While fluid-milk marketing orders have probably been developed in individual 
markets for other purposes, the features involved in them include a degree of 
price support to milk producers which is contingent for success upon dumping 
surplus milk in the form of manfactured dairy products. Fluid-milk markets 
by virtue of their restrictions upon entry are sheltered markets. The legal basis 
for the prices established in the fluid-milk markets under Federal order come 
from the Agricultural Marketing Agreement Act of 1937. The prices set in 
these markets are with some few exceptions based upon the prices of manu- 
factured dairy products plus seasonal and other premiums, depending upon 
class of utilization, and so forth. Reeognizing the other commendable features 
of fluid-milk orders it is sufficient to say that prices are established in these 
markets for fluid milk at relatively high levels; milk unable to be disposed of at 
these prices is dumped into manufactured dairy product outlets at the market 
price, To some extent, therefore, the manufacturing segment of the dairy in- 
dustry bears the burden of carrying the surpluses in fluid-milk markets. When 
prices of manufactured dairy products are being supported, milk producers 
marketing fluid dairy products in Federal order markets thus have the benefit 
of two price-support programs. Their basic-formula prices are supported by 
the support activities for manufactured dairy products and in addition to this 
premiums established for higher classes of utilization are enforced as established 
under the order. 

An additional problem in the detailed development of orders is that the public 
interest has not been sufficiently recognized in the classification of fluid prod- 
ucts. Too much emphasis has been placed on “protection to producers” from 
introduction of new products which might lower local producer returns in the 
short run but might be in the best interest of the industry and public in the 
longer run. Incentives to the introduction of new products may be eliminated 
by forcing distributors to pay prices for the highest possible classification to 
which the product can be pushed. For example, frozen concentrated milk is 
essentially analogous to evaporated milk, but it has been placed into class I 
in practically every Federal order market where the question has come up. 
There can be little doubt that this has limited the possibilities for its promotion. 

Similarly, the possibility of promoting new demands and the innovation of new 
products has been greatly impaired by forcing their inclusion in the highest pos- 
sible classification for pricing purposes. 

If a system of price supports involving direct payments were to be adopted 
permitting manufactured products to fall to unregulated market levels it seems 
certain that prices in fluid-milk markets would, during some periods, drop by 
rather substantial amounts. Thus, milk producers having a fluid outlet under 
Federal orders would object perhaps even more violently than producers with a 
manufactured milk outlet to shifting from the present system of supports to one 
involving direct payments. 


Conclusions 


At low levels of support an open market purchase program for dairy products 
can be administered without serious disturbances to agriculture, the food indus- 
tries, Government, and consumers. On logical and practical grounds it can be 
shown that the magnitude and complexity of the problems of price support in 
the market place are directly related to the level of supports selected. Price 
supports at a relatively low percentage of parity would probably occur with suf- 
ficient irregularity and for periods of relatively short duration so that as a con- 
sequence the type of problem enumerated would not bulk very large in magnitude 
particularly when set against the objective of insulating farmers from the effects 
of major changes in employment and economic activity. On the other hand a 
system of price supports which invisages support at about 80 percent of parity 
or higher, would involve actual price supporting operations with considerable 
regularity ; in the face of normal variations in demands and supplies it would 
meet forces of such magnitude that the problems incurred would suggest that 
the problems and costs would tend to outweigh the benefits of such activities. 
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Following the above line of reasoning, it might well be argued that if a level 
of supports is contemplated involving support at over 80 percent of parity 
some alternative means to open-market purchases should be considered seriously. 
The particular method recommended in this case is that of substituting a system 
of direct payments to producers in lieu of open-market purchases. However, at 
support levels below 75 to 80 percent of parity it seems reasonable to conclude 
that with some modification of the administrative features of the existing 
support program it can work out on a reasonable satisfactory basis. 


SOME BASIC PRINCIPLES IN THE DEVELOPMENT OF A PRICE-SUPPORT PROGRAM 


Any support program for the dairy industry must be consistent with national 
business policy, and specifically with the general policy for agriculture; for the 
dairy industry certainly cannot stand alone in the economy. Some basic prin- 
ciples, based on national experience with past price-support programs, have 
been generally accepted by agricultural economists. 

1. The farm segment of the economy should be protected from receiving the 
principal impact of general business fluctuations, and should receive the pro- 
tection and advantages granted to other sectors of the economy. 

2. Direct compensatory payments to farmers for perishable commodities is 
sometimes the least wasteful way to support farm incomes. 

3. Desirable resource allocation requires the maximum flexibility in prices of 
individual farm commodities that can be made reasonably consistent with other 
policy objectives. 

4. The position of the family farm must be maintained within the farm econ- 
omy, and any administered benefits to agriculture must be handled in such a way 
as to avoid a disproportionate share of the benefits accruing to larger than 
family operated farms. 

5. Support policy and price levels for milk, as well as other livestock products, 
must be closely aligned with policy and price levels for feed grains. 

6. The Government storage policy on storable commodities other than feed 
grains should be determined by considerations of national security and protec- 
tion of volume of stocks from crop failure. While storage operations will affect 
price, such programs should not be price-supporting devices. 

7. Other nations must sell goods to us in order to buy goods from us; and vice 
versa, other nations must buy from us if they intend to sell to us, 


SPECIFIC PROPOSALS OF THE COMMITTEE 


1. For perishable commodities and for some storables for which either imports 
or exports are an important consideration: A direct payment program based on 
the quantity sold. 

2. For feed grains: A nonrecourse loan type of support, related to the level of 
livestock and livestock product prices. 

3. For all commodities: A flexible price-support program. 

4. For all producers: A program which encourages efficient production, but 
which limits extremely large payments to large-scale producers of products not 
in strong demand. 

OPERATIONAL PLAN 


1. A flevible price plan for perishable products and those storables for which 
either imports or exports are important would be achieved by use of direct 
compensatory payments. The objective of the plan is to facilitate the adjustment 
of production in response to changes in demand either of domestic or foreign 
origin, and to changes in supply conditions; and at the same time to provide a 
cushion for the producers of those commodities undergoing changes in either 
demand or supply. 

Such an objective may be achieved by the use of a given percentage of the 
moderniz°d parity established under the Agricultural Act of 1949, as a goal 
below which prices are not allowed to fall without Government support. Prices 
in the market place would be allowed to fall to a level at which all supplies would 
be consumed. Support would be in the form of direct payment earnings for a 
given percentage of the difference between the actual market prices and the 
goal. Such a plan is illustr»ted in table 1, using a goal of 100 percent of parity, 
and introducing a flexibility factor by use of direct payment earnings for 50 
percent of the difference between the free market price and the 100-percent- 
parity goal. 








“ 


INVESTIGATION OF DAIRYING, 1955 25 


Table 1 is for illustrative purposes only. The degree of flexibility may be 
adjusted by changing the factor by which the difference between 100 percent 
and the free market price as a percent of parity is multiplied. Thus, multiplying 
by 0.75 would reduce the flexibility while multiplying by 0.25 would provide a 
higher degree of flexibility but a lesser degree of protection than the former. 
The level of support can also be adjusted by changing the first item in the formula. 
Subtracting the free market price as a percentage of parity from 110 percent 
would increase the level of support, while a subtraction from 80 percent would 
reduce the support level. 


TABLE 1.—An illustration of how the direct payments for commodity X would be 
determined under the flexible payment plan, and the effective price to pro- 
ducers which would result using 100 percent as the support goal’ 














| | 
| | Effective 
| : | price (mar- 
| Market | , Direct | payment | Ket Price | Effective 
Market price as percent of parity | price in | Payments | | soll nt | plus direct | price in 
dollars as percent | in dollars | payment) dollars 
of parity | as percent | 
of parity | 
OR aria eS $5. 00 0 o | 100 | $5. 00 
OB is tee i on eeh be cawiiddncioscdane 4. 90 1 $0. 95 | 99 | 4. 95 
OO: Ca SS oer ea a 4. 80 2 .10 98 | 4.90 
OO a  ealitibeerns 4.50 5 . 25 95 4.75 
ee ang ee aie 4.00 10 50 90 4. 50 
idan ecet eb akathtadnadiwanas 3. 50 15 75 8&5 4. 25 
Daisndavewiiseiocolnndsaewtbenndssh on 3. 00 20 1.00 80 4.00 
Wc ockccw tee ota te haere Mekdvekittaon 2 2. 50 25 1. 25 75 3.75 


1 Direct payment as percent of parity equals goal as percent of parity market price as percent of parity 
times 50 cents. 


TABLE 2.—An illustration of how the sliding scale provision would apply to an 
individual producer receiving payments for production of commodity X 











Percent of 
calculated . 
Amount of caleulated direct payment earnings, dollars | payment to | c alculated Actual pay- 
| be actually payment ment 
paid | 
| Percent 
Let CRONIN i esti aaseonid~ cs 100 $1, 000 $1, 000 
El Ge ie niin oon eran vgs. 90 | 2' 000 1, 900 
3G GR dae ish eid ue suuce ines aaiad, | 80 | 3, 000 2, 700 
Atl Ce is Shas os ins Sh cok ets n cade nnnoet 70 | 4, 000 3, 400 
5th thousand . -. .....-.. ete ineee ten en asa 3 60 | 5, 000 4, 000 
CC SARIS SESS Sree sey eae Peale 50 | 6, 000 4, 500 
Fee Co is ak sce Sdeentbdsucvcuwdederwaseabecns 40 | 7, 000 4, 900 
OG SUI sak bb Gin nices elds leh s hit ace it 30 8, 000 | 5, 200 
 ..., CO aes al tid lain se a Soe 20 9, 000 | 5, 400 
yu Sp a ere a. | 10 | 10, 000 | 5, 500 
LECH SIRI euiectiectiathae nasi is sce e al 0 | 11, 000 5, 500 


2. A sliding-scale provision is recommended. This would encourage expan- 
sion in size of business of those farms producing largely commodities which are 
not in distress, but would limit extremely large payments to large producers of 
products not in strong demand. The resulting benefits would be distributed in a 
way that would avoid a disproportionate share being paid to nonfamily farms. 
The direct payment earnings would be divided into units of perhaps each $1,000 
or fraction thereof. The first unit would be paid in full; but for additional 
units, successively smaller percentages would be reflected in actual compensatory 
payments. Such a proposal is illustrated in table 2, using $1,000 units, and 
decreasing the payments by 10 percent of each additional unit of earnings. 

3. The above plan has the disadvantage of allowing the inflation of sales 
by individual farmers through the process of cross or wash sales in which 
two farmers might sell their corn crop to each other for feeding in order to 
collect payments on both their feed and their livestock. This is especially im- 
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portant and difficult to check in regard to feed grains. Therefore, it is suggested 
that feed grains not be supported by the direct payment plan. There is reason 
to believe that if livestock prices are supported through direct payments there 
will be little need to support feed grains. Nevertheless, as a precautionary 
measure it is suggested that feed grains be supported through a system of non- 
recourse loans. 

The level of support for feed grains would need to be set at a level to encour- 
age their use as livestock feeds. In determining the level of support, attention 
should be given to feed-product price ratios. The level of support for feed grains 
might be set at the same percentage of parity as the weighted average of market 
prices plus direct payments for livestock and livestock products. For beef, 
sheep, and hogs, direct payments would be made only on those animals going 
to slaughter. 

4. To avoid pressure to handle stocks of storables so as to achieve price 
objectives and to maintain adequate reserve levels, the additions to and market- 
ings from Government stocks would depend on levels of production and carry- 
over, without reference to market prices. Purchases and sales would be made 
at prevailing market prices (with the exception of feed grains for those years 
in which price effects were to be achieved through nonrecourse loans). One 
way to apply this follows: 

For each storable commodity Congress would designate (wv) an operating 
range in terms of specific minimum and maximum carryovers, (b) an average 
of the last 5 years of production as the criteria of storage policy within this 
range; and (c) specific percentages of the excess of actual production above (or 
deficit below) this average by which year-end total stocks, private and public, 
would be increased (or diminished) by CCC operations. Care would have to 
be taken to assure that the desired effects of the program were not reversed by the 
occurrence of extremely low production years. 


APPLICATION OF THESE PRINCIPLES AND PROGRAMS TO DAIRY PRICE-SUPPORT POLICY 


The long-run objective of our international trade policy must be toward 
freer movement of agricultural as well as nonagricultural products between 
countries because nations must sell goods to us in order to buy goods from 
us. Many such foreign nations have nothing to export except agricultural 
products. Under the proposed price-support plan, the present rationale for em- 
bargoes on dairy products would not be as important. We now embargo most 
dairy imports because we are maintaining dairy prices through purchases in 
the open market, which has the effect of supporting world prices to the extent 
that imports can move in freely. The effect of imports on domestic prices is 
apparent. With free prices (and direct compensatory payments) our market 
prices would be lower and less attractive to foreign exporters. Although this 
makes it easier to avoid embargoes, some regulation of foreign trade would be 
necessary in view of state trading which prevails in international markets. Such 
regulation could take the form of international agreements including reciprocal 
tariff arrangements. 

One way to apply these principles to dairy price support policy is to base the 
computation of the amounts of compensatory payments to dairy farmers on the 
United States average wholesale parity price for milk. By making payment on 
a hundredweight basis, primary emphasis is placed on the nonfat rather than 
the fat portion of the milk. This would have the advantage of administrative 
simplicity. The chief disadvantage would be that it would not discourage the 
tendency to “dump” grade A milk into manufacturing utilizations. This tendency 
would not be so great as is the case in the present program whereby elasticity 
of demand for butter is in effect infinite at the support level. By upholding 
the prices of manufactured dairy products, the present program in Federal mar- 
kets further encourages the tendency on the part of dealers and farm bargaining 
agencies to obtain prices and margins they desire for bottled milk, and put 
any milk that cannot be sold at these prices into manufactured products. There 
is usually a tendency for supplies to be diverted from the inelastic market for 
bottled milk to the relatively elastic market for manufactured dairy products, 
because a surplus would depress revenues less in the manufacturing market than 
in the bottled milk market. Therefore, in buying manufactured surpluses, the 
present price support program furnishes even further insurance that milk di- 
verted into manufacturing uses will not lower producer returns. 
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To make compensatory payments on the basis of wholesale milk prices would 
return a higher Government payment to manufacturing milk than to bottled milk, 
figured as a percentage of their respective free market prices. The ratio of fluid 
milk farm prices (plus Government payments) to manufactured milk prices (plus 
Government payments) would decrease. This could decrease the incentive for 
producers to shift from manufacturing plants to fluid milk plants. To offset this, 
the Secretary could be given discretion to make compensatory payments in such 
amounts as necessary to assure that the ratio of fluid milk farm prices to 
manufacturing milk farm prices was not decreased through operation of Govern- 
ment payments. The price support legislation could spell out the objective of 
encouraging marketings in bottled form, leaving him with the responsibility of 
determining how to achieve the desired effect. 

Of course, the tendency for grade A receivers to dump would depend partly on 
the levels at which manufacturing milk prices were supported. Conceivably 
wholesale milk prices could be set at levels so low relative to fluid milk prices 
that there would be no more tendency to dump than there is in a free market. 
This, however, would provide no protection to producers for manufacturing 
outlets. 

According to the plan recommended, butterfat in farm separated cream would 
be supported in the same manner as whole milk. However, in utilizing the revised 
parity index and the flexible provisions recommended, the net effect of this 
program should be to encourage shifts to whole milk. 


EVALUATION OF PROPOSALS 


There is no wide agreement on the best way to achieve the objectives that 
are suggested in the principles presented in this paper. Among various alter- 
natives, several are suggested in the following paragraphs and briefly weighed 
against each other. 

It has been indicated that the purchasing power of agricultural producers in 
general should be protected from severe downward movements. Particular 
commodity producers will sometimes be in distress because of low prices. A 
sound agricultural program should cushion this decline in purchasing power. 
The alternative ways to achieve this aim may include price parity plans as well 
as income parity plans. Both the objectives and the mechanics of any plan are 
important. . 

One might ask why we choose a price parity plan rather than an income parity 
technique. First, many of the income parity plans do not provide support to 
agriculture in times when it is most urgently needed. Secondly, an income parity 
technique which is translated into commodity prices makes flexibility arrange- 
ments extremely difficult administratively. Thirdly, for those particular plans 
in which income payments are made to individuals on the basis of their gross 
or net sales in dollar terms, insufficient aid is given to producers of commodities 
which are in surplus. For example, assume that relative to the hog industry, 
dairy products are in surplus. Consequently, gross incomes from dairy products 
would be low relative to those from hogs. Payments made on the basis of gross 
sales would give more aid, in absolute terms, to the hog industry than to the 
dairy industry. The net effect would be (1) a greater instability of income 
within agriculture than would have existed without a Government program, and 
(2) the greatest aid would go to producers of those commodities which, in terms 
of purchasing power, had suffered the least decline. Such proposals do, how- 
ever, have the advantage of maintaining flexibility of price relationships. The 
plan proposed by this committee strives to achieve the advantages of flexibility 
in price relationships and provide income support during distress periods without 
the disadvantages noted above. 

Although, in the suggested program here outlined, a heavy reliance is placed 
on producer payments, part of the desired income effects might be achieved 
through other agricultural programs. Purchases for school-lunch programs, 
military requirements, and so on, would have a farm income supporting effect, 
even though purchases were made at market prices. 

In comparison with the present price support program, the proposed program 
has the following advantages: 

(@) It avoids the maintenance of artificially high market prices which 
attract additional imports into this country. 

(6b) Through lower food prices in the market, it avoids a form of regressive 
taxation on low-income consumers and encourages the consumption of agri- 
cultural products. 
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(c) It avoids rigidity of prices and consequent rigidity of production 
patterns, and encourages adjustment of agricultural production to changes 
in demand and supply conditions. At the same time it provides protection 
to farmers during adjustment periods. 

(d) Equity as between producer is more nearly achieved under this 
program. 

The principal disadvantage of the proposal is that it would involve somewhat 
more complex problems of administration. Furthermore, the farmer would not 
know in advance the specific price of his commodity. However, in periods of 
downward moving prices, his effective income decline would be only fractionally 
as great as the free market prices. It should be noted that the degree of cer- 
tainty existing under a rigid price support program has been sacrificed in order 
to maintain flexibility in the pricing system. 


TWO ADDITIONAL CONSIDERATIONS 


The Wisconsin dairy industry has expressed concern over two problems which 
could be solved only in part by any price-support program. 

1. Foreign producers whose products we import may not have to meet farm 
inspection requirements that increase production costs comparable to those for 
our own producers. 

We cannot and should not force foreign producers and plants to follow the 
same practices and inspections as are required domestically. However, more 
rigid inspection of the products for both grade and sanitation may be desirable 
at point of entry, with the inspection costs borne by the importers. In some 
cases, such as fluid milk products, the principle of reciprocal inspection as prac- 
ticed among domestic markets may be extended to products entering international 
trade. 

2. That pricing systems should foster rather than discourage the development 
and marketing of new fluid milk products. The proposed program will remove 
the artificial price incentives to dumping and thus put more pressure on dealers 
to improve their fluid program. However, Federal action should go further 
and reexamine the classifications in Federal orders, with a view to making new 
fluid products more attractive profitwise to dealers at least during the early 


stages of innovation. ‘ 


A Brier APPRAISAL OF Two Setr-Hetp PLANS FOR THE Datry INDUSTRY’ 
Hugh L. Cook and Harlow W. Halvorson 
INTRODUCTION 


Over 9 billion pounds of milk equivalent of dairy products had to be bought in 
each of the years 1953 and 1954 by the Government in carrying out its obligation 
to support prices of milk and butterfat to producers. This level of purchases 
is unprecedented. It has resulted in widespread discussion of the need for 
alternative methods of coping with the dairy price and income problem. 

Congress, in the Agricultural Act of 1954, directed the Secretary of Agriculture 
“to make a study of the various methods of production control and of the various 
methods of price support which could be made applicable to milk and butterfat 
and their products, including programs to be operated and financed by dairymen ; 
and to submit to Congress on or before the 3d day of January 1955 a detailed 
report thereof showing among other things the probable costs and effects of each 
type of operation studied and the legislation, if any, needed to put it into effect. 
The purpose of the study and report is to develop basic material which can be 
used by Congress in formulating an improved agricultural program for milk 
and butterfat and their products.” 

The report prepared by the Department considers many alternative methods of 
supporting dairy products along with a brief appraisal of feasibility and com- 
parative costs of some of them.’ 


2 Appreciation is expressed to colleagues whose counsel aided in development of this 
report, particularly Truman Graf who also prepared the first draft of the section on 


program costs. 
2A Study of Atlernative Methods for Controlling Farm Milk Production and Supporting 


Prices to Farmers for Milk and Butterfat, H. Doc. No. 57, 84th Cong., ist sess., January 
955. 
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Two proposals for self-help programs made prior to the Department’s report 
and undoubtedly considered by it, although not in the form of individual analyses, 
have been actively promoted by groups of dairymen. These are the plans 
adopted by the National Milk Producers Federation at their November 12, 1953, 
annual meeting, and a modification of it made by Mr. William Knox, of Hoard’s 
Dairyman, and introduced in the form of proposed legislation as H. R. 9267, 
83d Congress, 2d session, by Representative Laird, of Wisconsin. Since each of 
these plans was proposed to be called the Dairy Stabilization Act of 1954 they 
will be referred to in this report as the federation plan and the Knox plan, 
respectively. Features of these two plans are examined in detail in this report. 

In deciding upon proposals for change in the dairy-price program, the in- 
dustry must understand the source of its present supply and price problems. 
It appears that milk consumption in the domestic market is not quite keeping 
pace with population growth. Exports of dairy products are considerably below 
their peaks of the World War II period but even so are considerably above 
pre-World War II levels. Imports are at comparable levels with the period prior 
to World War II. On the other hand, milk production has increased substan- 
tially in recent years (since 1950) and this increased production seems to have 
come about as much from increased production per cow as from increased cow 
numbers. Many factors have contributed to this. The appropriate solution for 
the problem will depend, in part, upon its causes, but there is little in the situa- 
tion to support the belief that the problem may be temporary or short run. If 
the industry is to be faced with the depressive pressure of supplies on prices for 
the indefinite future it should be prepared to take steps to expand consumption 
toward present production levels or to control production or both. 


SOME PRICE SUPPORT HISTORY 


From time to time since 1933 prices of dairy products have been supported. 
The method has been almost exclusively by purchase in the open market, and 
diversion to noncompeting uses, or sale back to the market when price condi- 
tions were better. Prior to the period of present difficulties, substantial pur- 
chases were made to achieve support objectives in 1938 and in 1949 and 1950. 
Products purchased have been primarily butter, nonfat dry milk powder, and 
cheese. These purchases have had a price increasing effect upon the entire 
dairy industry, and producers of milk in general have received higher incomes 
beeause of them, although in varying degrees. Farmer criticisms have been 
primarily with the program details and asserted consequences, rather than 
with their objectives and broad features. In years of large purchases some 
general public antagonism has developed against large stockpiles and apparently 
higher prices. 

It is probably fair to say that there has been little criticism of the program 
when support levels, in relation to market and production conditions, have been 
such that the amounts purchased by Government were about equal to what 
it would usually buy in conduct of its various other programs, or when market 
conditions changed quickly enough to soon absorb the surplus. However, strong 
objections have developed when stockpiles have had to be maintained for very 
long periods and unusual disposal activity undertaken. Thus support levels 
in relation to economic conditions are an important key to the success of the 
present program. For conditions in which contemplated supports are not far 
above prices which would obtain without supports we feel the present program 
compares favorably on almost any basis with any suggested major alternative. 
It might, in fact, prove a useful supplementary tool even if a basically new 
program were contemplated. 

It should be pointed out that in the last several years increased efforts have 
been made to dispose of accumulated surpluses. Some of this has called for 
increased cooperation between Government and industry to find and develop 
markets for these surpluses. These efforts have been successful in reducing 
stockpiles. At best, however, this disposal activity could not usually be or- 
ganized very well since there has been little regularity to the amounts of surplus 
available. In purchasing for price support, however, the present program is 
very flexible, since this could be, like a faucet, turned on or off at will with 
little cost to meet changing market conditions. The same could not be said of 
many other alternatives which have been proposed. 

For many years there has been an undertone of uncertainty among farmers 
based on the asserted dependence of dairy prices on unpredictable governmental 
actions in the price-support field. Increased opposition to the program developed 
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recently among dairy farmers, with the abrupt lowering of support levels to 75 
percent of parity. These evidences of unrest have led to an expressed belief 
that farmers should and could themselves control their destiny through in- 
dustry action rather than attempting to achieve their objectives through their 
Government. Thus have appeared a number of self-help plans aimed at solving 
or controlling the dairy industry’s supply and price problems. The federation 
plan and the Knox plan are two of this type which are examined in detail in 
this statement. 
THE NATIONAL MILK PRODUCERS FEDERATION PLAN 


The federation, at its annual meeting in 1953, approved a self-help plan and 
recommended it be enacted into law. It proposes: 

1. To establish by act of Congress a Federal Dairy Stabilization Board with 
general powers and liabilities similar to those of the CCC. 

2. The Board would: 

(a) Be composed of 14 producers or officers of producer cooperatives and 
one designate of the Secretary of Agriculture ; 

(b) Be authorized to acquire, handle, and dispose of milk and dairy 
products ; 

(c) Be authorized to borrow up to $500 million from the CCC at rates 
equal to the cost of money to the Government, but otherwise have no au- 
thority to obligate the United States: 

(d) Be authorized and directed to stabilize prices of milk and butterfat 
to producers at a level determined annually ; 

(e) Stabilize prices through operation of a surplus holding pool for 
surplus dairy products bought and removed from the ordinary channels of 
trade ; 

(f) Be required to buy products at prices which would return to pro- 
ducers (on an average) the prevailing stabilization levels for milk and 
butterfat ; 

(g) Be forbidden to sell from the pool for use in the usual channels of 
domestic consumption at less than current stabilization prices. Sales or 
gifts for other purposes would not be restricted by the act. 

(h) Be authorized to turn over to the CCC an amount equal to imports 
of dairy products and equal to increased milk production due to diversion 
from controlled acres. 

3. Costs of operating the program would be estimated annually by the Board 
for the following year and appropriate amounts withheld from farmers’ milk 
checks by the dairy plant and remitted to the Bureau of Internal Revenue. 

4. All assets of the Board would be deemed property of the United States and 
would be exempt from taxes and licenses except State and local real estate taxes. 
Also certain Board activities would be exempt from trade practice regulations. 

5. Statistical information and office space would be furnished to the Board 
by the Department of Agriculture. 

6. The CCC could not dispose of any stocks without consent of the Board. 


Benefits claimed for the plan 
Proponents of the federation plan claim the following benefits would result: 
1. The program would give the dairy farmer : 

(a) Assurance of year-around stabilized prices without dependence on 
Government price supports. 

(b) Protection from effects of surpluses resulting from imports or from 
acreage allotment programs. 

(ec) The benefits of research, advertising, and promotion in the creation 
of new and expanded outlets. 

(d) A friendly consumer relationship because of a demonstrated willing- 
ness to cut free from Government dependence. 

(e) Milk prices which would depend on support levels set by the Board. 

(f) More income than they could expect from the present price-support 
program even though farmers would be assessed for losses of the program 
(based on some illustrative examples). 

. Consumers would be: 

(a) Freed from the tax burden involved in Government price supports of 
dairy products. 

(b) Assured of adequate milk and dairy product supplies and protected 
from unduly high prices. 
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Evaluation 

With respect to its chief features : 

1. The plan proposed would, to a considerable extent, give to the Dairy In- 
dustry Board the authority that is now vested in the Commodity Credit Corpora- 
tion. Such action would place in a quasi-public Board and on a commodity 
basis operations that are now clearly in the hands of a public agency and cover 
the whole agricultural field. (The justification of such a transfer of responsi- 
bility is essential. An adequate justification has not been presented. ) 

This act would create what amounts to a dairy industry cartel, particularly 
with respect to foreign trade. The precedent for such action is uncertain. There 
seems little question that, depending upon levels of support, substantial quanti- 
ties of surplus would be sold at export at less than domestic prices. Congress 
and the executive branch could not escape responsibility for “dumping” activity 
carried on by an agency to which they had delegated sweeping authority. Since 
our international responsibilities and the conduct of United States foreign 
policy are to a considerable extent bound up in our handling of trade matters, 
and since dumping is in direct violation of agreed trade practices, it seems 
inevitable that on this ground alone some restrictions would have to be imposed 
on the Board in its export activites. 

Perhaps in its domestic activities, the limits on the public authority given the 
Board could be patterned after those in the Marketing Agreements Act and other 
cooperative legislation. For example, public authority could be used: 

(«@) to force all producers to pay fees, if on referendum three-fourths chose 
to do so. (As added protection to producers these referenda could be held 
each 3 years. The stabilization plan could be suspended when voted out 
after announcement 1 year in advance.) 

(b) to force plants to pay fees for the producer, to the Board. 

(¢) to exempt the Board from antitrust charges for specified types of 
activity. 

However, there is little reason to assume that the Board could do much 
better either at setting support prices or at disposing of surpluses than the CCC 
is doing under present legislation. The Board would face problems of a 
similar type and magnitude (assuming comparable support levels) in disposing 
of surpluses although a case might be made that the Board would work harder 
at its surplus disposal job. 

Broadly conceived, the job of handling the surplus includes efforts of indus- 
try and Government to develop new techniques and products, to merchandise 
aggressively, to price all products effectively, to store and manage stocks in 
an orderly manner, etc. In this broader sense the job of handling the surplus 
has heen carried on by industry and Government working together. One could 
argue that an industry board could get better cooperation from the dairy indus- 
try than Government employees have had. On the other hand, some of the 
avenues of surplus disposal in foreign markets would be more difficult to travel 
for the board than CCC. The administration might be less inclined toward 
positive assistance in surplus disposal once responsibility had been transferred 
to the industry. Thus it is difficult to show where the board could perform 
any more effectively that the CCC except to the extent it could get greater 
efforts from industry. 

The moral effect of shouldering responsibility for the price-support program 
may have a significant impact on the industry. Excessive costs and unmanage- 
able stocks would have to be justified by the industry. It would not be able 
to dump its problems in the lap of the Government by making for Government 
sale, butter, powder, and cheese out of all milk that cannot be easily and 
profitably sold otherwise. Possibly public resentment of the surplus stocks 
would be less if surpluses were bought and stored at the expense of the dairy 
farmer. 

However, it must be recognized that neither the federation plan nor the Knox 
plan discussed later represents an actual shouldering of responsibilities by the 
industry for reasons that much of the cost, the financing and the personnel 
must be furnished by Government and the knottiest problems are left in Gov- 
ernment hands. Meanwhile there is more emphasis in these bills on using 
publie power than on accepting public responsibility. 

2. (a) Composition of board.—We think it would be a mistake to establish 
a board with responsibilities such as are proposed without giving adequate repre- 
sentation to interests of the public or handlers. Appointment should not be 
limited to the recommendations provided under this act or only to producers. 
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(b) Stabilize prices.—As presented, we believe the federation plan has inade- 
quate standards or guides for price stabilization. It refers to parity but no 
standards are set forth at what percentages of parity or within what range 
of parity the board should operate. Furthermore the translation of farm sup- 
port levels to commodity purchase prices needs clarification to insure adequate 
balance as among commodities. 

Experience with price supports indicates that dairy product prices cannot 
be raised or supported over any very long period of time without either acquiring 
large surpluses or controlling production. It is doubtful that the Board would 
be any more successful in this respect than the CCC, 

(c) Sales from the pool at less than the stabilization price—The Board would 
be put in the same straitjacket as the CCC with respect to sales in domestic 
trade channels at less than current stabilization prices. This restriction would 
need to be modified to permit sales at lower prices under circumstances which 
the Board determines would be in the interests of the public and the dairy 
industry. 

(d) Disposal to CCC of amounts equal to imports and increased milk pro- 
duction due to diversion from controlled acres.—With respect to imports, the 
plan seems to endorse an idea that there should be no imports of dairy products, 
and that to the extent they are permitted to come in, the Government has a re- 
sponsibility to compensate the dairy industry for them. 

With respect to milk production from diverted acres it would pose a problem 
of actual determination that would be difficult if not impossible to resolve. To 
provide that such determination be left to the Board would be like giving the 
Board a blank check to draw upon the Public Treasury. If such a feature were 
adopted, its counterpart, namely obligating the Board for any increased pro- 
duction by dairy farmers of Government price-supported commodities, would for 
consistency have to be included. 

We believe, therefore, that these features would be very difficult to handle, and 
certainly would produce overlapping and duplication of CCC and the Board. 

3. The process of collection by milk plants withholding from milk checks and 
remitting to the Bureau of Internal Revenue is passed over easily and the prob- 
lem merely handed to the Government. This is a problem which would involve 
considerable cost and effort not only by the Government but also by the milk 
plants themselves. It seems some allowance for additional operating costs should 
be made to the plants and the Government if the plan is to be truly a self-help 
plan. 

Aside from the difficult mechanics of collection is the more difficult problem 
of forecasting surplus production which will have to be purchased and stored, 
and on which estimates producer assessments will have to be made a year in 
advance. An example of this difficulty is the estimates made in the plan itself, 
as compared with actual realized figures for 1953 and 1954. Ali of the illustra- 
tions in the statement of the plan assume 1954 milk production surplus to be 
purchased by the Board. The actual purchases by USDA, largely for support 
purposes in 1954, were over 9 billion pounds or more than 3 times the estimates 
of the federation. This is merely to focus attention on the fact that estimating 
the surplus is a very difficult problem. 

A better method of meeting this problem must be provided in any plan since 
whatever estimates are made are likely to be subject to great errors. Perhaps 
a quarterly adjustment of assessment rates in light of current experience on 
production and surplus disposal would serve to minimize difficulties attaching 
to errors of estimating, but on the other hand, would add to confusion and 
possibilities for evasion in collection. 

4. Provisions for exemption of the program from (1) licenses and taxes except 
real estate taxes, and (2) certain types of prosecution, need to be examined 
very carefully. Such exemptions should not be granted unless and until ade- 
quate provisions are made for the protection of individuals, private firms and 
the public generally. 

5. The provision of free space and services by USDA involve questions of 
propriety and consistency with the notion of self-help. 

6. Limitation of the disposal operations by the CCC by making consent of the 
Soard mandatory in any such operations would seem to be undesirable and 
perhaps even unconstitutional. Furthermore such a limitation might jeopardize 
action proposed in the public interest by an official Government agency and 
contribute to inefficient Government operation. With respect to benefits claimed 
for the proposal : 
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1. (a) Would farmers be assured of more stable year-round prices with- 
out Government supports? It seems doubtful that many of the seasonally 
adjusted premiums in fluid-milk markets would be modified by this pro- 
posal. In addition, experience under the present price-support program 
indicates that unless prices are free to move seasonally, the supporting 
agency can be expected to do most of the storage business. While little in- 
formation is available on the storage costs of federally held dairy products, 
it is generally agreed they are important. We feel that inadequate account 
of them has been taken in appraising costs of operation. 

(b) Would farmers be protected against imports and effects of diverted 
acres? Some limitations to this assertion have been discussed above. 

(¢) Would Board activities in research, advertising and promotion benefit 
the dairy industry? Yes, although it should be pointed out, however, that 
farmers in most of the dairy area are now deducting from their milk check 
moneys for these activities by the ADA. Also much is done at public ex- 
pense by Federal and State agencies. If activities of the Board in this area 
become very important, conflicting activities could develop and furthermore, 
farmers would be increasingly reluctant to support all agencies. However, 
perhaps this alleged benefit may be regarded as incidental since no provision 
for assessments for these purposes is provided for in the proposed act. 

(d) Would farmers gain a more friendly consumer relationship based on 
their demonstrated willingness to cut free from Government dependence? 
Consumer opposition to the support program has been mainly in seeing prod- 
ucts withdrawn from the market and not available for use at the same time 
prices are kept up. While they might be passively sympathetic to farmer 
efforts to eliminate price support by Government, this could quickly turn 
to active opposition if Board action resulted in higher domestic dairy prod- 
uct prices, which is the avowed objective of the agency. 

The federation has argued that consumers have a legitimate grievance 
against the present structure because it has forced them to adjust to widely 
varying supplies and consequently prices; it has resulted in prices too low 
to maintain current production levels; and it can shortly present consumers 
with the problem of inadequate milk supplies and high prices. By stabilizing 
prices upward at the present time, Board action would presumably prevent 
these alleged wide swings in production and the consequent damage to con- 
sumption and prices. 

While there may be some basis for this assertion, the very nature of the 
proposed Board and its operations would tend toward a decision to main- 
tain high prices at the expense of whatever group may be involved. 

(e) and (f) Would farmers benefit by the Board setting support levels? 
This implies that these supports would be at different and higher levels 
than at present. On the other hand, the federation statement admits that 
at the same level of supports there would be little if any difference in farm 
prices whether the Board did it or the CCC. However, under Board opera- 
tion, assessments would be levied against farmers to cover costs while under 
CCC the general public is assessed (through the Treasury). The chief 
argument for Board prices is that they may yield farmers more, even with 
farmer assessments, depending upon how much higher than CCC supports 
the Board would set its own supports (and of course considering its losses 
on surplus). 

This matter will be further discussed in a special section following exam- 
ination of the alleged benefits to consumers. 

2. (a) Would consumers be freed from the tax burden involved in Gov- 
ernment price supports of dairy products? On the face of it this is correct, 
but it ignores the other side of the coin. If Board action resulted in higher 
dairy product prices, consumers would be paying for the program by these 
higher prices instead of partly by taxes and partly by higher prices as they 
now do. If the Board raised domestic dairy product prices just enough 
higher to offset the amounts consumers pay for dairy products through 
taxes, the only difference would be a shifting of the burden of the support 
program even further away from ability to pay principles. Such a program 
would bear even more heavily on lower income consumers than the present 
one. It would work like a sales tax with part of the proceeds remitted to 
the dairy industry. 

Consequently we feel that insofar as consumers were informed of the 
comparative features of the present and the proposed programs they would 
tend to oppose the proposed program. 
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(b) Would consumers be assured of adequate supplies? We doubt that 
consumers would agree with the Board on matters such as these. 


Further comments on program costs 


The analysis made by the National Milk Producers Federation bearing on costs 
to producers under the self-help program should be closely examined. This 
analysis assumed the Dairy Stabilization Board under the self-help program 
would have purchased 3 billion pounds in 1954, and that 100 billion pounds of 
milk would be marketed from farms in 1954, over which the costs of the program 
could be spread. Finally the federation used the September 1953 parity price 
for manufacturing milk plus $1 per hundredweight as the purchase cost of the 
surplus supplies to the Board. 

Since final figures for 1954 are not yet completely available it may be pre- 
mature to compute specific costs to farmers under the self-help plan during 
1954. However, it may easily be done for 1953. Here it is found that costs to 
farmers of supporting the prices of dairy products under the self-help plan 
would have been over three times as high as the estimate made by the federation. 

Instead of estimated purchases of 3 billion pounds, USDA actually bought 
9,981 billion pounds of milk equivalent in an effort to maintain prices at 90 
percent of parity. Even with this level of purchases, prices to farmers fell 
below the 90 percent of parity objective. Presumably the Dairy Stabilization 
Board would have had to purchase as much as the Government if it had been 
supporting dairy prices. 

The September estimates of $4.71 and $5.12 per hundredweight for 90 and 
100 percent of parity on manufacturing milk plus $1 per hundredweight allow- 
ance for processing costs are also lower than the actual level which would have 
existed in 1953. Assuming $1 per hundredweight, processing cost as the feder- 
ation did, at 90 percent of parity the purchase prices of the Board would have 
been $4.85 per hundredweight from January—March 1953, and $4.74 per hundred- 
weight from April—December 1953. At 100 percent of parity they would have 
been $5.28 and $5.16 for these respective periods. 

The assumption that 100 billion pounds of milk would be marketed from farms, 
over which the costs of the program could be spread, are actually a little con- 
servative. In 1953 USDA reports farmers marketed 104,276 billion pounds of 
milk. 

Using the reported figures on pounds of milk equivalent purchased, appropriate 
purchase prices for 90 and 100 percent of parity, and pounds of milk marketed 
from farms over which to spread the costs of the program we find that the 
estimated average costs per hundredweight to farmers in 1953 under the self- 
help program would have been as follows: 


[Cost in cents per hundredweight of milk] 


Percentage loss on surplus 


25 percent 50 percent 75 percent 100 percent 
loss loss loss SS 


Level of support as a percent of parity: 
percent 
100 percent 





These compare with the following data which were used to illustrate the 
plan, and which are published in the National Milk Producers Federation Bulle- 
tin, January 1954, page 6. 


[Cost—cents per hundredweight of milk] 
Percentage loss on surplus 


teh eset 
25 percent | 50 percent 75 percent 100 percent 
loss loss loss loss 
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Thus costs to farmers under the self-help plan would have been at least 314 
times higher than the estimates made by the federation. The costs of 100 per- 
cent of parity would be even higher because the federation assumed that pur- 
chases would be no higher at 100 percent of parity than if prices were supported 
only at 90 percent of parity. Since consumption of dairy products declines with 
increases in prices, the assumption is, of course, questionable. 

Demand elasticities necessary to indicate how much support purchases would 
increase if support prices were raised are somewhat uncertain. However, the 
available evidence indicates that for milk marketed by farmers the demand 
at the plant level is one-half or less. Thus a 10 percent increase in support 
prices would perhaps result in as much as a 5 percent decrease in consumption. 
Supporting prices at 100 instead of 90 percent of parity might have required 
the purchase of an additional 3.7 billion pounds of milk equivalent in product, 
and the support cost of the program would have to be raised accordingly. 


THE KNOX PLAN—-A PROPOSED MODIFICATION 


The Knox plan differs from the federation plan chiefly in the following respects : 

1. It proposes a different Board. 

2. It includes a base-surplus feature. 

3. It proposes a different method of assessment for the stabilization fee. 

4. It does not provide that CCC pay the Board for milk produced from diverted 
acres. 

5. It proposes establishing a minimum of 90 percent of parity for base milk. 

These will be appraised in the above order. 


Composition of the Board 


Knox would modify the composition of the Board proposed in the federation 
plan by providing that handlers and the public each would have 5 representa- 
tives on the Board. Dairy producers would be represented by 15 elected mem- 
bers, one each from 15 dairy districts, the boundaries to be determined by the 
Secretary of Agriculture. 

While this proposal does give representation to the public and handlers, a 
Board consisting of 25 members seems overly large to do its job efficiently. The 
proposed act does not specify whether the public members are to represent 
consumers or the Government. 


Provisions of base-surplus feature 


The Board would determine before each marketing period (a) the past 3- 
year production average for the United States and each producer, (b) expected 
production, (c) the percentage required for domestic needs and the percentage 
surplus, (d) individual producers’ bases, which would be the same percentage- 
wise as United States needs compared to total production, and (e) the expected 
price the surplus may bring outside usual domestic channels and administrative 
costs of the act. From these the surplus price to producers is fixed. 

Processors would pay to the Board the difference between their domestic 
market price and the surplus market price on all surplus they buy. For exam- 
ple: 


Price plant would pay producers for base milk per hundredweight__ $4. 00 
Declared surplus price oo... acuo 


Plant pays Board in ae 


Many important features not spelled out 


Many important features of a base-surplus plan are not spelled out in the 
bill. Presumably the Board would have discretion on these matters but their re- 
sponsibility would be great. Through its manner of establishing new producer 
clauses, the Board could have more authority over milk production than any 
Federal agency has had in history. The bill fails even to specify that public 
hearings must be held on such administrative points. 


Handlers in marketwide pools might pay into two pools 


These pools would be (a) to the Board for the difference between his domestic 
market price and the surplus market price on all surplus milk and butterfat he 
buys, (>) to a Federal Market Administrator on the excess of his utilization 
value over the blend. A decision would have to be made on whether he pays 
twice on the same milk. 





36 INVESTIGATION OF DAIRYING, 1955 


Handlers on a base-surplus market will be on two base-surplus plans 


Problems could be encountered in keeping these two plans from working at 
cross purposes. Will the Board try to smooth seasonal with its base-surplus 
plan? Obviously a producer with fall freshened cows in a fluid milkshed with 
a fall deficit, is producing less surplus milk than a grade B producer with 
spring freshened cows. Yet both would have the same percentages of base and 
surplus milk as the Knox plan is now written. 


Will payments to the Board reflect differentials for location, season, etc. 

Some handlers would pay little above the surplus price at times while others 
normally could pay double the surplus price, depending on location, season and 
other factors. 

The Knox plan requires that the plant pay to the Board the difference between 
his domestic market price and the surplus market price on all the surplus it buys. 
When these payments are reflected back in producers pay checks, A producers 
would pay to the Board more than B producers: those in deficit areas would 
pay more than those in surplus areas, ete. Will the Board make any adjust- 
ments for these factors? If not, important inequity among plants and producers 
could develop; if the Board made such adjustments it could face serious admin- 
istrative problems. 

Political feasibility 

Grave problems of equity will be encountered in applying this plan to finid- 
milk producers and handlers on markets with classified payment plans. Unless 
fluid groups are brought into the program, the manufacturing producers would 
bear the cost of upholding the entire dairy structure. On the other hand, the 
assessment on fluid handlers (and consequently producers) may be inequitable 
if they must pay all they receive on surplus milk above the surplus price. 
Fluid interests conld hardly be expected to snpport a plan of this kind unless 
they knew more than this plan tells them of how it may be administered. 
Freezing of production patterns 

After nearly 20 years of Federal milk marketing order experience the public 
has come to accept the base-surplus principle as an incentive to level the season- 
ality of production; it does not accept the principle as a device for controlling 
production or limiting the boundaries of milksheds. 

A new producer clause that restricted entry would have the effect not only of 
tending to exclude entry by farmers in the so-called nondairy areas, but also 
by farmers in Wisconsin. 

Inflexible bases for current producers tend to have the same effect; more 
efficient producers are discouraged from increasing production and vice versa. 

It should be recognized that surplus prices at times could be quite low since 
they would be derived from returns from noncompeting uses; for example: ghee 
at 25 cents a pound less 4 cents conversion cost; nonfat dry milk solids at prices 
to compete with dried whey, say 6 cents a pound, ete. Presumably new producers 
could receive only surplus prices until bases were established and old producers 
on the proposed 3-year moving average calculation would be limited to very slow 
increases in bases. 

The administrative costs of a national base-surplus plan could run quite 
high. There is no apparent way to avoid the necessity of calculating bases for 
each producer, and auditing calculations and payments. Perhaps 5 million 
producers might be involved, a number well over 100 times as great as those 
on the Chicago market. 


Comments by the Secretary of Agriculture on this type of plan 

The Secretary of Agriculture points out that sales quotas or base ratings in 
fluid milk markets have generally been used to even out seasonable production 
rather than to limit total output (H. Doe. 57, Jan. 5, 1955, p. 22). He further 
states, “as a matter of fact their effect on total annual output has probably 
more often been to encourage expansion.” 

There has been no experience with sales quotas for the entire dairy industry. 

The Secretary classes this type plan (although not designated by name) as a 
quota with penalties for excess marketings, which “would resemble the marketing- 
quota method used for certain basic crops except that quotas would not be tied 
to cow allotments as crop quotas are to acreage allotments. Such a provision 
would not seem as feasible for livestock as for crops.” (See above.) 
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3” 


The Secretary suggests that effective control would probably require assess- 
ment of penalties concurrently with regular sales periods, and mentions pen- 
alty free quota certificates (issued say monthly) as one way to handle penalties. 
Method of assessment 


The first processor would be assessed the difference between his domestic 
market price and the surplus price on all milk he buys. This would vary greatly 
among processors whereas under the federation plan a predetermined fee would 
be collected from all producers by way of the first processor. 

Although it is doubtful if every producer should pay at the same rate since 
benefits from the plan would differ among producers, the differences in rate of 
assessment should not be as great as those that could be made under the Knox 
plan if administered literally. 

Milk produced from diverted acres 


Elsewhere in this report the principle is questioned, of charging CCC the cost 
of supporting prices on milk produced from diverted acres. The administrative 
problems involved in this part of the federation plan would appear to be enormous. 
The Knox plan handles this problem by establishing bases for individual 
producers. 

Minimum of 90 percent of parity for base milk 


The Board is given discretionary authority to set surplus prices and base 
prices above 90 percent of parity. It also estimates the proportion of national 
supplies that will clear the domestic market at base prices. Elsewhere, adminis- 
trative latitude in determining new-producer provisions is pointed out. Among 
all these, the Board can maintain almost any price level it desires on the so-called 
base milk. The real price to farmers in the aggregate, however, is the average 
of base and surplus prices to all farmers. If the surplus price is low enough this 
will tend to restrict new production and may cause present producers to hold 
production low enough so base prices could exceed 90 percent of parity. 


FINAL COMMENT 


In summary, we conclude that these two proposals in substance call for the 


powers of public authority without acceptance of the associated public respon- 
sibility. At best the self-help notion is applied in limited fashion. Exemption 
from payment of certain taxes and from compliance with certain trade-practice 
laws, as well as passing on to the Treasury Department the problems and costs 
of collection, and to the Justice Department the problems and costs of enforce- 
ment, and attempting to dump products internationally without restraint from 


the State Deparment, and calling for service and free office space from the Agri- 
culture Department all belie the term “self-help.” 


True, program losses would 
be assessed against farmers. 


But if. the programs work as asserted, this would 
really cost farmers nothing since their returns would be increased by more than 


enough to cover these costs. Who then would bear the costs? Obviously American 
consumers will through higher prices than would otherwise prevail in a free 
market. 

In order to pay higher prices to American dairy farmers, prices to consumers 
must be higher, at least temporarily or the additional funds come from public 
sources, Merely to shift the money from one pocket to another will not help 
the farmer or anyone else. A control plan, of course, places restrictions upon 
individual producers and some may gain and others lose depending largely upon 
their historical position. If, however, the overall returns are to be increased, 
then additional funds must come from some outside source, either from con- 


sumers directly or through taxes, or from middlemen through reduced marketing 
costs. 
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Special Circular Entitled “Economic Information for Wisconsin Farmers” 
Prepared by Members of the Staff of the University of Wisconsin College of 
Agriculture, June 1955 


THE WISCONSIN DAIRYMAN’S STAKE IN INTERNATIONAL TRADE * 


Why should a Wisconsin dairy farmer care about international trade? 

As a direct outlet for dairy products, trade with other countries is not very 
important, but indirectly this trade makes a difference in the price we get for 
milk. 

There are some important reasons for this. Because this country is highly 
mechanized and rich in natural resources we produce more agricultural products 
and more industrial products than we can use in this country. In order to con- 
tinue the jobs and incomes of the people who produce these goods so they can 
continue to buy dairy products they have to sell some of their products abroad. 
But other countries won't buy our products if we don’t let them sell some of 
theirs in this country. To retaliate they use some of the same restrictions we 
do and a few to boot—import quotas, import duties, currency control, bilateral 
and preferential arrangements and others. 

Sometimes it looks as though the easiest way to take care of things for the 
dairy industry is to just set up quotas and tariffs that will keep out dairy products 
from other countries. But let’s consider what will happen if we do that. For 
example, the Danish Government may say, “If you won't let us sell our cheese in 
the United States, we won’t allow our importers to buy American wheat and 
cotton.” When this happens some American wheat and cotton growers will 
shift their acres into grassland agriculture and dairy production. 

The competition from milk produced on the acres diverted from wheat and 
cotton may depress the price of milk received by producers now in the dairy 
business more than any amount of dairy imports we can expect. 

Many nations with which we would like to trade have only agricultural products 
to sell. Others that would buy our other agricultural products have only dairy 
products to sell to us. Trade is not a one-way street. Let's take a look at some 
of the Government protection set up to help the dairy industry and then examine 
it to see what benefits dairy farmers gain from it. 

Government protection for the dairy industry 

Our dairy industry is now protected by several clauses in our foreign-trade 
legislation. These include: (1) Tariff schedules under the General Agreement 
on Tariffs and Trade (GATT); (2) section 22 of the Agricultural Adjustment 
Act; (8) the escape clause of the Trade Agreements Extension Act; (4) the 
peril-point amendment of the same act; and (5) the Buy American Act. None 
of these were specifically written for the dairy industry, but they apply in one 
way or another to all of agriculture. 

1. Tariff schedules —Minimum tariff duties on dairy products range from a 
little over 10 percent on some items to a minimum of 25 percent on other items. 
Most of them are 15 to 20 percent. This may be either a specified cents per 
pound or a percentage of the value at which the product enters the country. 

2. Section 22 of the Agricultural Adjustment Act.—When Members of Congress 
wrote the Agricultural Adjustment Act in August 1935 they foresaw some of the 
difficulties with imports that might arise as a result of the price-support pro- 
gram. For example, the United States Treasury could be threatened with the 
cost of supporting world milk prices when domestic price supports on milk 
exceeded world price levels. Section 22 of that act requires the President to 
impose fees or quotas on imports whenever he finds that they are entering in 
such quantities as to interfere with any farm program in this country. Under 
this authority we now have import restrictions with small quotas for imports 
of dairy products. Quotas stated as a percentage of total United States pro- 
duction range from 0.27 percent for Cheddar cheese to 115 percent for Edam 
and Gouda. 

3. Escape clause.—The provision of the Trade Agreements Extension Act of 
1953 allows either country taking part in a trade agreement to suspend or modify 


21Much of this report is based on Glynn McBride’s International Trade Policies and 
Programs With Specific Reference to the Dairy Industry, Doctor of Philosophy thesis, 
University of Wisconsin, January 1955. Major assistance was furnished by Delbert Myren 
of the University of Wisconsin Agricultural Journalism Department toward getting these 
materials into their present form. 
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any concession that might threaten serious injury to a home industry. The 
Tariff Commission investigates complaints and make recommendations to the 
President. If he doesn’t accept these recommendations he must report his rea- 
sons to Congress. 

To illustrate how the escape clause may be applied, suppose that a trade agree- 
ment had been reached with Denmark that lowered the tariff on blue cheese by 
15 percent. Afterward the imports on blue cheese become so great as sharply to 
depress prices and cause plants to close. Representatives of the industry may 
ask the Tariff Commission to investigate and so on. 

Although the escape clause provides protection for home industries in both 
countries it makes an uncertain market for the exporter who never knows when 
his market may be cut off. 

4. The peril-point amendment differs from the escape clause in that it requires 
the Tariff Commission to report to the President which concessions it believes 
can be made without causing (or threatening) serious injury to home industries 
from foreign competition. If the President grants a concession which goes be- 
yond the peril point determined by the Tariff Commission’s investigation, he 
must explain his action to Congress. 

To illustrate action under this amendment, the blue-cheese industry on being 
informed that action was being undertaken to lower tariffs could ask the Secre- 
tary of Agriculture to find out from the Tariff Commission the probable extent 
of injury that might result from lowered tariffs. It is important to note that 
this action is taken before the tariff is lowered, whereas action under the escape 
clause is taken afterward. 

Those who oppose the peril-point amendment argue that it leads to overcaution 
and thus to overprotection. They say it is impossible to predict in advance the 
effects of a tariff cut and that this makes protection of a home industry sole 
basis for deciding whether to reduce tariffs. 

5. “Buy-American” policies.—United States Government agencies are required 
under the provisions of the Buy American Act of 1933 to purchase goods grown 
or manufactured in this country unless (1) there aren’t enough goods of satis- 
factory quality available, (2) the head of the agency determines that purchase 
of goods originating in this country would be “inconsistent with the public in- 
terest,” or (3) he determines the cost to be “unreasonable.” These domestic 
preference requirements also appear in other legislation which has to do with 
buying for the Government. 


Why does the industry ask protection from imports? 


1. When our support prices are are above world prices, they tend to support 
the whole world milk price. 

2. Imports may depress prices of some dairy products. 

3. Protective tariffs have allowed our dairy industry to develop in the way 
it has. The industry argues that it would cause undue hardship to dairy 
farmers and manufacturers if they were now unexpectedly subjected to foreign 
competition. 

4. Exports and export prices in many countries are controlled by Government 
monopoly. These countries when faced with dollar shortages may dump dairy 
products in this country. This means to sell here for less than their domestic 
prices without taking on any long-run responsibility for supplying United States 
consumers. 

5. Our dairy industry argues that this provides unfair competition. Importers 
do little to promote the use of dairy products, while the dairy industry in this 
country is constantly investing in development of new products and new markets 
even at the risk of disastrous foreign competition. 


Actual effect of foreign dairy trade on prices 


1. Each year since World War II we have sold more milk products overseas 
than we have imported. 

2. The amount of foreign dairy trade has very little effect on milk prices in 
Wisconsin whether trade is measured on a year-to-year basis or on a seasonal 
basis. The price raising influence of dairy exports probably are greater than 
the price depressing influence of dairy imports. But both exports and im orts 
are quite small in terms of total United States production of dairy products, 
seldom more than 2 percent and usually less. Practically all the year-to-year 
variation in United States milk prices that is explainable statistically can be 
accounted for by changes in domestic demand. Changes in supply have usually 
been small up to recent years and therefore unimportant. Most of the week-to- 
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week and month-to-month variation can be explained by such things as current 
levels of production, coupled with storage activity and stocks. 

2%. We already have restrictions which can be applied to dumping operations in 
instances where these affect our market seriously. 

4. Most segments of the dairy industry are quite flexible and the effects of 
importing any dairy product are quickly spread over the entire industry with 
relatively little cost to any one group. A notable exception is the manufacture 
of foreign type cheeses. 

How much would increased quotas and lower tariffs hurt the dairy industry? 

Because United States price supports are above world prices and because we 
support dairy prices by buying butter, skim powder, and cheese in the open 
market, we can assume that without quotas most dairy products would be 
imported in large quantities. Tariffs even at their 1930 levels (almost twice 
the present) would have little effect. However, if we assume the removal of 
the price support program and the international trade resrictions based in part 
on it, the increase in imports might not be great. The following table gives the 
opinion of one leading expert on international trade. 


What would happen to imports if support prices, tariffs, and quotas were all 
removed? 
There is no way of knowing exactly, but economists who have studied this 
field feel that they can predict fairly closely what the result would be for the 
various dairy products. For example: 


We imported) Without 

| this percent- | | tariffs or 
age of what quotas our 

we produced | imports 
in the would have 


In millions 
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In 1953 


United States been 


| 


Butter ; eiinwhaconnunenl ite 0. 009 | 
Canned whole milk (evaporated and condensed) | 1 O15 | 
Dry skim and dry whole milk -- - , 45 | 
American Cheddar. Ties a ad 
Swiss cheese 8.2 
Italian cheeses , beaire ; vw 32.8 
Roquefort and blue mold. - , 54.9 
Edam and Gouda 
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1 

24.0 -47. ¢ 

48.3 —60. 

9.8 -11'5 
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1 Less than amount shown. 
2 More than amount shown. 


Nore.—Production and import figures given here are taken from various official reports of the Tariff 
Commission and the Agricultural Marketing Service. The estimates of import increases are based partly 
on Howard Piquet’s Aid, Trade, and the Tariff. 


When you add these all up they would be equivalent to 531.6 million pounds of 
imported whole milk. That’s less than half of 1 percent of the milk produced in 
the United States in 1953, and under 1 percent of the milk used in the manufac- 
tured dairy products listed above. ' 

Without tariffs or quotas we probably would have imported 1,287 to 1,759 mil- 
lion pounds which is 1.1 to 1.4 percent of the milk produced in the United States 
in 1953, or 2.1 to 2.9 percent of the milk used in the manufactured dairy products 
listed. 

The table assumes (1) removal of the price support program, (2) that tariffs 
and quotas would be suspended for 5 years, (3) that foreign governments would 
do no deliberate dumping on our markets. 

The probable increases in the table above may look large, but as a percentage 
of total United States production all are very small, except foreign type cheeses. 
Although there is very little chance that price supports, tariffs and quotas will 
be dropped, this imaginary case gives us a chance to look at some effects of 
international trade on the prices of dairy products. 

Butter and nonfat powder.—We consider these two together because they 
are joint products in much of the dairy industry. They are 2 of the 3 dairy items 
now bought to suppert milk prices. Dropping the tariffs on either of these 
products would probably have little effect under the assumptions named above. 

Butter imports are now insignificant and dry milk imports are less than 
one-half of 1 percent. Removal of quotas probably would leave butter imports 
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at about one-third of 1 percent of United States production and increase dry milk 
imports to a maximum of 3.5 percent of production. Because the butter and 
nonfat powder industries are quite flexible, any price drop caused by imports 
would soon be distributed throughout the dairy industry. The same holds true 
for dry cream and dry whole milk. 

American cheddar cheese.—Imports of cheddar in 1953 were 0.8 percent of total 
production. Removal of tariffs might have no effect but removal of quotas also 
might step up imports to only 5 or 6 percent of total production. The effect of 
cheddar imports would be distributed throughout the industry in much the same 
way as the effect of butter-powder imports. Many cheddar plants would shift 
to manufacturing some other products. Also in the long run our cheddar in- 
dustry would make some adjustments in costs, scale of operations and other 
organizational features that could put them into a good position to compete 
with foreign producers. 

Evaporated and condensed milk.—We now have a small tariff but no quotas 
on these products. Each of the past 7 years we have exported more than 200 
million pounds while importing less than 1 million, a small fraction of 1 percent 
of production. The removal of tariffs probably would have little affect on 
imports. American manufacturers should be able to compete without tariff 
protection because the industry lends itself to mechanization and is well 
mechanized. 

Swiss.—The amount of swiss that can be imported is not limited by quotas. 
There is a duty of 5 cents a pound but it probably does very little to limit the 
amount imported. Swiss imports now amount to about 8 percent of total pro- 
duction.» Removal of tariffs might increase it to around 9 or 11 percent. Ameri- 
can consumers are willing to pay a good deal more for Switzerland swiss (30-34 
cents a pound more in New York, April 1954) than for swiss made in this 
country. Swiss imported from Denmark and Finland also sells in New York 
for 9 or 10 cents a pound above American-made swiss. If tariffs were dropped, 
imports from Denmark and Finland might increase somewhat. 

Casein.—The probable effect of the removal of the 2% cents a pound tariff 
on casein is not shown in the table. Although casein production was substan- 
tial up to 1949 very little casein was domestically produced by 1953, and produc- 
tion had almost disappeared by 1954. The decline of the casein industry that 
resulted largely from foreign competition was important to the manufacturer but 
not too important price-wise to the dairy farmer. Casein plants usually bought 
skim only when butter plants were getting in so much milk that they could not 
dry all of their skim. Casein plants paid a maximum of 20 to 25 cents per 
hundredweight. The almost complete loss of the casein outlet probably meant 
only a one or two cents per handredweight decline in farm milk prices. 


General effects on certain foreign-type cheeses 

The effect of removal of quotas would be more severe on Italian, blue mold, and 
Edam, and Gouda cheese prices and on those respective industries than on other 
segments of the dairy industry for four reasons: (1) The expected increase in 
imports would be much greater percentagewise compared to the total United 
States consumption than is true of any other item except casein; (2) these indus- 
tries are less flexible; (8) they have higher labor costs and certain steps in the 
processes do not lend themselves to mechanization (this is an aspect of flexi- 
bility) ; and (4) demand is probably less elastic than for most other dairy prod- 
ucts, which means that prices would have to fall much further percentagewise 
to clear the market of a given percentage increase in supplies than is the case 
with most other imported dairy products. Even for these products the removal 
of tariffs alone might have little effect. 


Italian cheese 

Present imports are about one-third as great as United States production, 
though a major part of this is sheep’s-milk cheese, on which there are no quotas. 
Removal of quotas could increase imports to nearly 50 percent of total production. 


Roquefort and blue mold 
Present imports are a little over half as much as United States production. 
Dropping quotas might increase imports to over 144 percent of production. 


Edam and Gouda 
Present imports are around 130 percent of United States production, and 


removal of quotas could move this up to nearly 250 percent of United States 
production. 


69970—56——4 
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Conceivably the impact might be less on this industry than on other foreign 
types because the dominant United States producer is rather highly mechanized 
and efficient at making the small sizes whereas the principal exporting country, 
Holland, prohibits manufacture of the small sizes. Also demand may be some- 
what more elastic for these relative to Italian cheese and blue mold. 


What effect would decreased tariffs and increased quotas have on countries we 
trade with? 

Here again there is no exact way to measure this. We can expect countries 
that export a great deal of dairy products to increase their exports to the United 
States. Up to now foreign cheeses have been our main dairy import. Italy, 
Denmark, and Switzerland depend on cheeses as an important part of their im- 
ports to this country. Dairy exports are especially important for Denmark 
because butter and cheese make up nearly one-fifth of this little country’s total 


exports. 


Value of cheese imported as a percentage of total value of all commodities 
imported by the United States 


1928 | 1938 | 1948 1951 


Percent 
12. 





Percent | Percent | Percent 
13.4 9 | 5 


at 2.6 6.9 
Denmark ; 4.2 | 5.7 | 
Switzerland 3.9 2.0 | 





We could expect countries selling more dairy products in this country to 
buy more of other products from us. For instance, they might buy more wheat, 
thus preventing wheat farmers from going into dairying. Or they might buy 
more manufactured goods which would provide American workers with more 
money to buy dairy products. 


Some alternative courses of action 

1. Free trade with no quotas and either no tariffs or tariff for revenue only: 
Under this setup each country should produce the products it can produce most 
cheaply for sale to other countries, and in return would buy products that other 
countries can produce cheapest. But today we face widespread government 
operation and control such as state trading, currency controls, preferential 
arrangements, restrictive duties and quotas, and price supports. So the question 
now is not one of free trade versus protection, but rather one of freer trade— 
that is to do away with some of the more arbitrary forms of restriction. 

2. Elimination of the present United States Government price-support pro- 
gram: In buying butter, milk powder, and cheese in unlimited quantities at 
prices above world markets, we force ourselves to set up restrictions on imports. 
So long as the price supports are operated by the present method, the public 
treasury needs some protection against the liability of supporting world milk 
prices. But to eliminate the price-support program would leave dairy farmers 
without the price protection they have had for many years. 

3. Modify the United States Government price-support method so that product 
prices could fall to world levels and then relax our import restrictions. Support 
levels would either have to be set very low or support payments would need to 
be made directly to farmers. Most of the dairy processing industries appear 
convineed that they could complete in world markets if milk prices were free. 
However, some industries could not compete with cheap foreign labor regardless 
of milk prices. But this would imply lower farm milk prices. 

4. Continue the present tariffs, quotas and other measures that protect the 
dairy industry from imports. This is not very satisfactory to the dairy industry. 
Spokesmen charge that to get action under section 22 or the escape clause 
through the administrative branch of the Government is slow, cumbersome, and 
likely to be unresponsive to the interests of the dairy farmers and processors. 
They prefer specific mandates from Congress to cut down on room for admin- 
istrative interpretation. But it should be observed here that action under section 
22 seems to have been reasonably prompt in recent years. This action may have 
been an informal administrative concession in order to get rid of section 104. 
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The United States State Department and various other agencies concerned with 
building international markets view the present protective measures as an 
unsatisfactory basis for trade negotiations. They would like to take the lead 
in reducing tariffs as an example to the rest of the free world. They want to 
clear up some of the uncertainties in administration and to take the lead in 
liberalizing restrictive legislation for all countries. Foreign governments are 
especially critical of our present protective measures when we seek to expand 
our exports to them. 

5. Specify by congressional action the conditions under which embargoes and 
quotas Will be put into effect, and at what levels. This was the type of protection 
furnished by section 104 of the Defense Production Act. It was the type of pro- 
tection sought by the dairy industry. However, countries that we trade with 
were bitterly critical of this legislation. They said it ignored tariffs and other 
conditions of trade that had been worked out by reciprocal negotiation over the 
conference table. They considered it especially discourteous to enact flat em- 
bargoes against their products. 

6. Relax quotas and tariffs to encourage trade and thus benefits the whole 
Nation but endeavor to do so in such a way as to distribute the adjustment costs 
nationally. We apparently need quotas with the type of price-support program 
we now have, but they could be substantially higher in the flexible parts of the 
industry. The most flexible parts of the industry on which we now have quotas 
are butter, milk powder, and American cheese. ‘Since these are the products 
bought for price-support purposes, the cost to the Treasury would increase. On 
the other hand the cost could be forecast (since the quotas would be known in 
advance) and offset against the public benefit. 

It is diffieult to understand why quotas should be highest on the foreign-type 
cheeses such as blue mold, Edam, and Gouda, and Italian types. The same 
amount of imported Cheddar, a large American industry, would depress prices 
very little. Many foreign type cheese manufacturers in this country can make 
American cheese, but so long as they stand ready to shift back to foreign types, 
their costs remain very high. They must hold their comparatively large, spe- 
cialized labor force together, maintain their specialized equipment and so on. 

The loss of their products from the American market becomes important to 
farmers and consumers, unless importers will do as good a job of consistently 
supplying the market. These manufacturers consistently have paid more to 
farmers than have American cheese factories and the great variety of foreign- 
type cheeses probably offers a good chance for creating new markets. 

If quotas were to be increased while we retain price supports on butter, 
powder, and American cheese, we might need some protection for the United 
States Treasury against dumping. Our agricultural attachés could furnish us 
with current comparisons of export prices and domestic prices in exporting coun- 
tries so that we could take corrective measures without offending other nations. 

High-quality imports could be assured by requiring 100 percent sample in- 
spection of imports with the expense to be paid by the importer. This could be 
coupled with what we now know of the inspection machinery in the exporting 
countries to assure quality to domestic consumers. 

Tariffs on dairy products are not a major restraint on imports at present, and 
selective cuts ranging up to 15 percent would likely be overshadowed by other 
things. The President has repeated his last year’s request to Congress for dis- 
cretionary authority to cut tariffs up to 5 percent a year during a 3-year ex- 
tension of the Trade Agreements Act. The dairy industry might well support 
this request. But the cuts ought to be applied to products of the more flexible 
segments of the industry so the effects will be distributed nationally. The Gov- 
ernment might also buy foreign-type cheeses for price-support purposes. But ad- 
ministrators have resisted this because (1) most foreign-type cheeses are not 
as storable as American cheese; (2) they are not as suitable for resale into 
wholesale channels. 

The Government might also make direct payments to makers of foreign-type 
cheese in the United States either to assist in liquidating their investment or to 
subsidize their continuation in business. 


Some terms to know 
Our exports are the things we sell to other countries. 
Our imports are the things we buy from other countries. 


A tariff is a tax on every unit of a product imported. Some tariffs are used 
to raise money; other are set high enough to keep out foreign products. 





44 INVESTIGATION OF DAIRYING, 1955 


A quota is a limitation on the amount of any product that can be imported. 

if a product has an elastic demand, a decrease in price will bring an equally 
large or larger increase in the amount bought by consumers. 

A flexible industry is one that can change from producing one product to 
another quickly and easily with very little expense. 


[Supplement to the Journal of the Assembly, Wisconsin Legislature] 


REPORT OF THE SPECIAL JOINT COMMITTEE ON DAIRY PRICE 
SPREADS TO THE 1955 LEGISLATURE 


Assembled at the Direction of the Committee by the Staff of the Legislative 
Council, State Capitol, Madison, Wis., June 1955 


LETTER OF TRANSMITTAL 
June 23, 1955. 
To the honorable the Assembly: 


The joint committee appointed pursuant to Joint Resolution No. 17A, herewith 
submits its report as directed in the resolution. The committee was appointed 
early in the session to make an immediate study of dairy prices and costs and 
particularly the spread between the price received by the dairy farmer and the 
price paid by the ultimate consumer. In addition to a number of meetings at the 
capitol, the committee conducted two public hearings, one at Marshfield and one 
at Madison. Assemblyman Walter BE. Cook, coauthor of Joint Resolution No, 17A, 
because of his deep personal interest in the subject, actively participeted in the 
committee’s deliberations and made many valuable contributions, 

The committee requests that in accordance with the provisions of section 35.11 
of the statutes, this report be printed in the journal of the assembly. 

Respectfully submitted. 


Assemblyman John S. Crawford, Chairman; Assemblyman Milford C. 
Kintz; Assemblyman Vincent J. Zellinger ; Senator W. W. Clark; 
Senator J. Earl Leverich ; Attorney General Vernon W. Thomson ; 
Frederick J. Griffith, designee for Donald N. McDowell, director, 
State Department of Agriculture; H. L. Cook and Truman F. Graf, 
Department of Agricultural Economics, University of Wisconsin 
College of Agriculture, designees for Rudolph K. Froker, Dean. 


Part I. COMMITTEE REPORT 
CONCLUSIONS 


A. Dairy margins, prices, and costs 

Wisconsin farmers have experienced substantial declines in milk prices in the 
past 3 years. Cash farm receipts from the sale of milk have dropped to 13 
percent and prices as a percentage of parity are down 18 to 20 percentage points 
depending on the type of outlet. 

Fluid milk.—The Wisconsin farmer's share of the consumer’s fluid-milk dollar 
has dropped about 8 percentage points since 1951. In 8 interstate or nearby 
markets to which Wisconsin sells fluid milk regularly, the dairy farmer during 
1954 received 41 cents out of the consumer’s dollar on home-delivered milk and 
42 cents on milk sold through stores. For all fluid milk sold in the country as a 
whole the figure was 46 cents. 

Since 1951 Wisconsin farm prices for fluid milk going into the 8 markets 
studied have dropped an average of 1.41 cents per quart while the price of milk 
at the store has dropped an average of only 0.09 cent a quart and the price on 
a home-delivery basis has actually increased 0.41 percent per quart. In none of 
the markets studied has the drop in the store or home price been as great as the 
drop in the farm price. 

Fluid-milk-market margins—the difference between what the farmer gets and 
the consumer pays—have increased at a time when farm prices were declining. 
Between 1951 and 1954 the average margin increased 1.42 cents per quart on 
store sales, 1.78 cents per quart on home-delivery sales, and the farm price 
dropped 1.41 cents per quart. 

As an average for the 4-year period farmers received 9.31 cents per quart for 
their milk while the marketing margin ranged from 9.91 cents per quart for 
home-delivered milk sold on a volume discount basis to 11.77 cents per quart for 
single quart home deliveries. 
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During the 1951-54 period, Wisconsin cities having the highest gross market- 
ing margin in cents per dollar of sales for fluid milk also had the highest net 
profit. However, the difference in net profits was relatively small, less than 3 
cents per dollar of sales. Although net profits averaged 2.10 cents per dollar 
of sales for the 41 fluid-milk plants studied, they ranged from a profit of 11.23 
cents to a loss of 3.32 cents per dollar of sales. There was little difference in the 
net profit per dollar of sales for large and small firms. Year in and year out, 
for every plant getting over 4 cents net profit per dollar of sales there was an- 
other plant losing money. Gross marketing margins to the 41 firms increased 
2.28 cents per dollar of sales between 1951 and 1954; 79 percent of this increase 
was attributable to increased operating expenses and 21 percent to increased 
net profits. 1 

sy largely eliminating the 2 functions of bottling and distribution, the bulk 
sale of milk has reduced marketing costs by 5.12 cents per quart, marketing 
margins by 5.11 cents per quart, and prices to consumers by 5.88 cents per quart. 
Thus the bulk method promises considerable savings to consumers who do not 
wish to pay for certain marketing services. 

Cheese.—The Wisconsin farmer’s share of the consumer’s Cheddar cheese 
dollar has declined substantially—by 11 percentage points in the past 4 years. 
Retail prices have gone up around 3 cents per pound, farm prices have dropped 
6G cents per pound, and margins have therefore increased almost 9 cents per 
pound since 1951. Increases in retail margins were primarily responsible for 
increases in total marketing margins. 

Testimony at committee hearings bears out other data obtained from plant 
and public records to indicate that American cheese factories in Wisconsin 
are having difficulty paying farmers a competitive price for milk. Having heard 
from public testimony that the support program was contributing to the dis- 
advantageous competitive position of the American chees factories in Wisconsin, 
the committee made an analysis of the procedure of calculating support prices 
on butter, nonfat dry milk, and cheese. It found that if cheese support prices 
were calculated as butter-powder supports now are, Cheddar cheese supports 
would be increased about three-fourths cent per pound or the equivalent of 714 
cents per hundredweight for milk of 3.5 butter-fat test. 

Public testimony at committee hearings, indicated that Wisconsin American 
cheese factories selling to assemblers were being paid on the basis of the 
Plymouth cheese exchange price rather than the support price for their Cheddar 
cheese. AS an average for the marketing year ending March 31, 1955, the 
exchange price was 1.36 cents per pound below the support price for cheese of com- 
parable style and grade. To sell to the Government at the support price, how- 
ever, the assembler had to assemble the cheese into carlots and have it federally 
graded. The charges for these functions are close to 1 cent per pound. These 
plus other variable costs must be deducted from the spread between the Plymouth 
cheese exchange price and the support price if the profit margin to assemblers 
on transactions involving Cheddar cheese purchases from factories and sales to 
the Government is to be calculated. 

Butter—The Wisconsin farmer’s share of the United States consumer's butter 
dollar has dropped about 8 percentage points in the past 4 years. Although United 
States retail prices for butter have dropped 9.5 cenfs per pound since 1951, 
Wisconsin farm prices have dropped even more—11.5 cents per pound—and total 
marketing margins have therefore increased 2 cents per pound. Decreases in 
farm prices for butter have not been passed on in full to consumers, and con- 
sumption has not been encouraged as one would expect by merely looking at 
changes in milk prices at the farm level. 

Net profits to 17 Wisconsin creameries average 2.28 cents per dollar of sales in 
the 1951-54 period. 84 percent of the increase in gross marketing margins to 
the Wisconsin creameries between 1951 and 1954 was attributable to increased 
expenses and 16 percent to increased net profits. 


B. Unlawful trade practices 

Vigorous enforcement of the antitrust and unfair trade practice laws in cases 
where complaints have been made to the Attorney General has checked but not 
eliminated such practices as price fixing, collusive bidding, restrictive contracts 
and discriminatory rebates or discounts. Such enforcement protects the con- 
sumer, the farmer, the law abiding businessman, and the system of free enter- 
prise. 
C. Milk barriers 

Pricing provisions of Federal orders—This committee favors the principle of 
Federal orders. We recognize the service they perform for many Wisconsin 
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farmers by establishing minimum prices for their milk. The orders protect 
farmers from sharp fluctuations in price that might result from price wars 
among milk dealers. Federal orders also help dealers by encouraging farmers 
to produce a constant supply of milk throughout the year and from year to 
ear. 

‘ However, because milk is produced and used nationally the orders should be 
operated for the good of all producers and consumers rather than only for the 
good of producers within the area of a single marketing order. 

This is especially important to Wisconsin farmers who must market about 
85 percent of their milk and milk products outside of Wisconsin and a consid- 
erable percentage of this 85 percent must also be marketed beyond the limits of 
the Chicago marketing order which covers most of Wisconsin. 

We urge the Secretary of Agriculture to recognize that milk, cream, and manu- 
factured dairy products should come from areas that can produce them most 
cheaply. If new Federal legislation is needed for that, we should have it. Such 
Federal legislation might take the form of amendments to the Marketing Agree- 
ments Act of 1987. It might take the form of the Andresen and Laird bills (H. R. 
8368 and H. R. 8795) introduced in the 83d Congress. 

We support the legislative intent of the Andresen and Laird bills because they 
recognize the close relationship of Federal marketing order and local market 
standards for milk and they attempt to cut down barriers to free movement of 
milk. Until new legislation is passed, this committee believes that a great deal 
of improvement can be made in the administration of Federal orders under the 
present laws. 

Sanitary laws and ordinances.—We in Wisconsin are keenly aware that milk 
is no longer a local commodity. As a food which is basically essential to public 
health, it must flow freely in commerce and be readily available to all consumers 
at reasonable prices. Health and economic considerations must be weighed to- 
gether in framing legislative controls, whether at State or municipal levels. 
Governmental costs for policing the milk industry are now shared by milk pro- 
ducers, in the price received per hundredweight, and by consumers, in the price 
paid per quart. It is our view that both would benefit, health and economicwise, 
if the costs of necessary regulation and inspection of our milk supplies were 
borne by appropriations from general tax revenues. 


RECOM MENDATIONS 


1. Bulk sales of milk to consumers largely eliminate two marketing services, 
bottling and distribution. 

Data developed at committee hearings brought out the fact that bulk sales can 
reduce milk marketing costs, and therefore prices to consumers, by more than 
5 cents a quart. Research dealing with consumer reactions to lower prices indi- 
cates that total fiuid-milk sales would increase as a result. This will unques- 
tionably benefit the farmer. 

The committee vigorously endorses the proposition that the consumer should 
have the choice of buying fewer marketing services if she so desires. 

We feel that if dairies meet those essential standards prescribed by the stand- 
ard grade A ordinance, afid if the milk is dispensed under conditions prescribed 
by the United States Public Health Service for bulk dispensers, bulk sales of 
milk should he encouraged. The committee visualizes the development of a sys- 
tem of distribution where consumers have the chance of coming to dairies, milk 
depots, or stores and obtaining their milk from bulk containers or tanks with 
the same safeguards they now enjoy when they get glasses of milk from dis- 
pensers in restaurants, cafeterias, and hotels. We are opposed to any provisions, 
either in the United States Public Health Milk Ordinance and Code or in bottling 
requirements in milk ordinances in Wisconsin cities, which prohibits bulk milk 
Sales. 

The committee therefore recommends passage of legislation which would set 
up essential sanitary standards under which bulk milk can be sold to consumers. 

Since the United States Public Health Milk Ordinance and Code does prescribe 
standards for the sale of milk from bulk dispensers, but not for the sale of milk 
from bulk containers or tanks, the popular interpretation is that the sale of milk 
from bulk containers is prohibited under USPH regulations. Since close to 90 
percent of the fluid milk solid in Wisconsin cities is sold under standards meet- 
ing at least the minimums prescribed in the USPH Code, this likewise means 
most of the milk ordinances in Wisconsin cities are interpreted as prohibiting 
the sale of milk from bulk containers. This popular interpretation could well 
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have a serious deterring effect on the growth of the bulk milk distribution 
system. 

We, therefore, recommend that fair and adequate standards governing the sale 
of milk from bulk containers be prescribed in the United States Public Health 
Milk Ordinance and Code. Finally, we recommend that Wisconsin cities also 
prescribe standards for this type of milk distribution. 

2. American cheese factories in Wisconsin are currently in a disadvantageous 
competitive position. Testimony at committee hearings indicated that the dairy 
price-support program was a contributing factor to this situation. 

In light of the great importance of the cheese industry to Wisconsin and to the 
country as a whole, the committee strongly urges that the United States Depart- 
ment of Agriculture take into consideration the necessity of maintaining the 
competitive relationship between cheese plants and butter-powder plants in cal- 
culating support prices for cheese, butter, and nonfat dry milk. Currently, sup- 
port prices for butter and nonfat dry milk are calculated in a different fashion 
than those for cheese. If cheese supports were calculated in the same manner 
as are butter-powder, the cheddar cheese support price would be increased about 
three-fourths of a cent per pound, the equivalent of 7144 cents per hundredweight 
for milk of 3.5 percent butterfat test. The cummittee, therefore, recommends 
that the legislature adopt a resolution requesting that the Secretary ef Agricul- 
ture calculate the cheddar cheese support price under the procedure now used to 
calculate the butter-powder support price. 

3. Testimony at committee hearings indicated that the USDA nonfat dry milk 
disposal program has seriously affected the whey industry. This has reduced 
the prices paid to factories for whey, which in turn has reduced the price cheese 
factories can pay farmers for milk. The committee therefore feels that further 
remedial action by the Government for whey is in order. 

The present method of calculating cheddar cheese support does not take into 
consideration changes in whey prices. This has meant that the decrease of 7 
cents per hundredweight between 1952 and 1954 in whey prices paid to Wiscon- 
sin cheese factories was not offset by increased support prices on cheese. Wis- 
consin cheese factories therefore suffered a worsening in their competitive posi- 
tion and farmers a reduction in milk prices. 

The committee therefore recommends that the legislature adopt a resolution 
requesting the Secretary of Agriculture to take into consideration changes in 
whey prices in calculating cheese support prices. 

4. The committee acknowledges that the prices paid by consumers for dairy 
products have not risen as fast as the prices of other foods. The committee also 
acknowledges that dairy marketing costs are high. The committee takes the posi- 
tion, however, that the dairy industry must nevertheless make a continued and 
energetic effort to keep these prices and costs as low as possible. The dairy in- 
dustry will have to be constantly alert to innovations, to changes in methods of 
marketing, and to changes in consumer habits, preferences, and demands. The 
committee feels that for the dairy industry to attempt to delay or prohibit 
changes in marketing methods merely because they may disturb the status quo is 
to ignore the fact that the consumer ultimately has and will exercise his right to 
choose—if not among items in the dairy food field, then between dairy and non- 
dairy foods. To ignore this fact is, in the long run, to weaken the dairy industry's 
competitive position. 

Since expanded volume per plant cuts costs appreciably, the committee endorses 
vigorous efforts to increase sales and to improve efficiency so long as these efforts 
are competitive and nondiscriminatory in nature. 

The committee also endorses the concept of expanding distribution areas made 
possible by the paper package, and subscribes to the notion that breaking down 
intrastate as well as interstate milk trade barriers is of prime importance. 

Finally, in the interest of large volume sales to home delivery customers, the 
committee endorses volume discounts to the extent that they are cost justified. 
Any discounts should be made openly and on the basis of nondiscriminatory prac- 
tices. Regulatory agencies should of course be provided with sufficient funds 
and personnel to insure that this situation prevails. 

5. The committee feels that the present Attorney General and the Department 
of Agriculture have done an effective job of enforcing the laws relating to 
monopolies and unfair trade practices. However, in light of the fact that 21 
percent of the increase in gross marketing margins to Wisconsin fluid milk 
distributors between 1951 and 1954 is attributable to increased net profits and 
that some firms have net profits as high as 11.23 cents per dollar of sales, and 
in light of the extreme importance of the dairy industry to the State, we recom- 
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mend that these regulatory agencies be provided with sufficfent funds and 
personnel to insure that price fixing, collusive bidding, secret discounts, and other 
illegal practices be prevented from contributing to the increasing spread between 
farm and consumer prices. 

6. The committee is not prepared to recommend any changes in the antitrust 
or trade practice laws at this time. 

7. We recommend that the authorities responsible for Federal marketing 
orders seriously study some few provisions that tend unduly to hamper movement 
of Wisconsin milk into the consumer markets in other parts of this country. 

8. The committee recommends that the legislature adopt a resoltuion urging 
that the Secretary of Agriculture give more attention to the welfare of other 
markets where particular orders are considered and that more effort be made 
to keep prices in line as among Federal order markets. Milk is produced and 
used nationally and the orders should not simply reflect what is good for local 
producers. In recommending pricing formulas the Secretary of Agriculture needs 
to recognize that milk, cream, and manufactured dairy products should come 
from areas that can produce them most cheaply. 

9. It is our recommendation that the legislature give further consideration to 
the problems posed by sanitary laws and ordinances through an interim study 
and action thereon at its next session. Further, that its action be cited to 
other legislative bodies in the United States as a means of removing costly 
barriers detrimental to milk consumers and producers. 


Parr II. ReseArcu Report 
A. DAIRY MARGINS, PRICES, AND COSTS 
1. General situation 


Changes in prices and returns for dairy products are of special signficance 
in Wisconsin because of the importance of the dairy industry in this State. 
Fighty-seven percent of the farms in the State derive some income from the 
sale of milk. and 50.6 percent of the total agricultural cash income is derived 
from the sale of milk. Cash farm receipts from the marketing of all milk and 
cream have declined by $79 million since 1952. The figures for the past 3 
years are as follows: 

1952 . Late $580, 402, 000 
19AR ; 533, 647, 000 
1064 ...... 4 501, 798, 000 


As a result the average gross income per Wisconsin farm obtained from the 
sale of milk has also declined substantially. Figures since 1952 are: 


$4, 089 
a 3, 850 
B00 bas: tho-shcnteabnnenraidiettidiaialadtaiin tinaaiitatnctasiaenes 3, 660 


Not only have the prices and returns to farmers in Wisconsin been falling 
in absolute terms, but futhermore, the purchasing power of their dairy products 
have also been falling. This purchasing power of things farmers sell can be 
measured by the percent that the price of this product is of parity. The percent 
of parity received by Wisconsin farmers selling milk to various outlets during 
the past 4 years is listed below. 


Percent of parity received by Wisconsin 
, aapoet farmers selling milk to '— 
Marketi vear / j J ; evel as a ia hiatidess niente 
eting year April to April percent of | 


| parity 





Cheese fac- | Condensaries 


Creameries | ‘ 
eameries | ion 








Percent _| Percent | Percent | Percent 
1951-52 . 87 97 | | 100 
1952-53 ; 9 93 | 98 
1953-54. ___ . ; 9 87 8&8 
1954-55 75 78 | 80 
i | 


! The United States support prices for various years were increased to 100 percent of parity. Since sup- 
port prices are for milk of 3.95 percent test, this price was adjusted to a 3.5 percent test. The percent that 
Visconsin monthly pay prices for various outlets were of this figure for particular years were then calculated, 

and these in turn weighted by the volume of milk produced in the particular months. 
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The percentage of parity received by Wisconsin farmers selling milk to 
creameries has fallen 19 percentage points, to cheese factories 18 percentage 
points, and to condensaries 20 percentage points in 4 years’ time. Wisconsin 
farmers selling to manufacturing outlets received prices that averaged less than 
the support price in the 1953-54 marketing year and 78 percent of parity in the 
past marketing year. 

Because of the general situation outlined above, a study of the type outlined 
in Joint Resolution No. 17—A is appropriate at the present time. 

The products dealt with will be the major ones in the State—fluid milk, butter, 
and American cheese. The percent of Wisconsin milk utilized in these products 
in 1953 were: 

Percent 
Fluid milk 
Butter 
American cheese 29. 60 


99 7x 


io 


The figure for fluid milk is misleading. Actually 35 percent of Wisconsin milk 
meets the inspection requirements of fluid-milk outlets. It could be used for 
fluid purposes if markets were aavilable. As indicated above, however, only 
20 percent of Wisconsin milk is sold for fluid purposes. Thus 15 percent of the 
milk meeting fluid-milk inspection requirements is diverted to products at lower 
returns. In terms of supply however, fluid milk is Wisconsin’s major dairy 
product. The fact, that a lower proportion is sold as fluid milk than for butter 
or American cheese is because thus far not all of the grade A milk is finding 
fluid outlets. 

2. Fluid Milk 


Wisconsin farmer's share of consumer’s fluid milk dollar 
The drop in the Wisconsin farmers’ share of the consumers fluid dollar during 
recent years is dealt with in table 1 below. 


TABLE 1.—Wisconsin farmers share of consumer’s dollar in various markets 
where Wisconsin fluid milk is sold’ 


[Percent to Wisconsin farmers] 


1951 1954 


Chicago. ....- ; PTE EM : 41 : 36 33 
Milwaukee. .._- Bl ee ree ; c 52 5 46 43 
Oshkosh - - - Gad ro = 51 56 47 | 43 
beloit ; binss - Sas hitl mccgpmasbghay 51 52 45 42 
Kenosha , ee es 50 | 5: 45 40 
Madison owes, roe eee ; : 52 | 47 42 
Minneapolis... .......- ie fi ra TS 50 | { 45 43 
Wisconsin Rapids- he tak ve ‘ , 47 | { 44 43 


' 


| These figures represent the percent that class I prices, or prices paid farmers for milk used for fluid pur- 
poses, are of fluid milk retail prices. These elass I prices are not to be confused with blend prices which are 
an average of prices received for milk used not only for fluid purposes but also for manufactured products. 


Source of data: Federal Order Statistics, Fluid Milk and Cream Report, Bureau of Labor Statistics Retail 
Price Series, and data from representative Wisconsin dairy firms. 

The class I price in zone 6 was used to represent the Wisconsin farm price of milk used for fluid purposes in 
Chicago. Madison, Wis.,is located in zone 6. Retail prices are an average of the prices paid on home deliv- 
ery routes for single quart containers, 2-quart containers, and on a discount basis. 


The percentage of the consumer’s fluid milk dollar going to Wisconsin farmers 
selling fluid milk in major Wisconsin cities and major out-of-State markets have 
dropped by about 8 percentage points in the past 4 years. The drop was smallest 
in Wisconsin Rapids and largest in Madison and Kenosha. Milk being sold in 
Chicago on a home delivery basis has consistently returned the farmer a smaller 
percentage of the consumer's dollar than milk sold in any of the other markets 
listed. The same is true for milk sold through stores. Farmers selling milk in 
the Madison and Oshkosh markets have received the highest percentage of the 
consumer’s dollar during the 4-year period. Even in these 2 markets, however, 
the farmer was receiving only 42 and 43 percent of the consumer's dollar in 
1954. The fact that the percentage of the consumer's dollar going to the farmer 
was lower for Chicago than on any other market listed does not mean that the 
farmers were receiving the lowest price in that market. Instead the reason is 
that prices at retail were higher in this city. 





50 INVESTIGATION OF DAIRYING, 1955 


The drop in the percentage of the consumer’s dollar going to the farmer which 
has been evident in recent years is also not in itself an indication that the mar- 
keting system is becoming less efficient. When the price level to the dairy farmer 
is falling as it has been in recent years, the retail price will have to drop about 
twice as much as the farm price if the farmer’s share of the consumer's dollar is 
to remain unchanged. This is illustrated below: 


Old retail price (cents)_. 80 | New retail price (cents)_. 70 

Old farm price 40 | New farm price (cents). 35 

Farmer’s Share (percent). 50] Farmer’s Share (percent). 50 

The Wisconsin farmer’s share of the consumer’s dollar for fluid milk marketed 
in various sized containers 


The average percentage of the consumer’s dollar going to Wisconsin farmers 
on sales in various sized containers in the markets listed earlier during the 
1951-54 period are: 


Home delivery : Percent 

RO NG iain tiarienre ap nent dines adie reich onan sald paei ann -.... 44. 42 

; 46. 13 

I i a mca Se hl ali 48, 59 
Through retail stores: 

Single quart . 42 

I Ni Bi x skis tenets eeu saehcaiviemasiiniadaieaimeimenemie teil ees bidantemennepp ete . 48. 22 


Thus the percentage of the consumer's dollar accruing to the farmer on a single 
quart home delivery sale was 4 points below the percentage on multiple quart 
container sales through stores. It was 2 points below the percentage on single 
quart store sales and 2-quart home delivery sales. It is important therefore, in 
comparing prices at the farm and consumer levels to distinguish between various 
sized containers. Testimony at the hearing held by the committee indicated for 
instance, that in Milwaukee the most common unit of sale is the half gallon con- 
tainer sold in stores. During the 4-year period, 1951-54, farmers selling fluid 
milk in Milwaukee received 3.8 percent more of the consumer's dollar for milk 
sold on this basis than they did on milk sold at home in single quart containers. 

The percentage of the consumer’s fluid milk dollar returned to the Wisconsin 
farmer dropped by about the same amount between 1951 and 1954 for all sizes 
of containers. In Milwaukee, for example, the percentage returned to the farmer 
on single quart store sales dropped 8.92 percent, on multiple quart store sales 9.30 
percent, on single quart home sales 9.31 percent and on 2-quart home sales 9.47 
percent. 


The change in the farm prices and conswmer prices for Wisconsin fluid milk 


There has been conjecture that the drop in farm prices for milk has not been 
accompanied by reductions in the prices paid by consumers. In other words, 
there has been a feeling that the marketing margins have increased to the same 
extent that the farm prices have decreased and that consumer prices at best 
have held constant. 

The changes in the farm prices for fluid milk, store prices, and home delivery 
prices between 1951 and 1954 for the eight markets are listed below :* 


[Cents per quart] 





Ch in 
home deliv- 
ery price 


Change in Change in 
farm price store price 


FZSSR8E 
reSSBeR 
t+tt+i+t 
Raseesses 


+ 
& 


1 All prices were adjusted to the butterfat test for milk sold to consumers. Source of 
data same as for table 1. The prices at the store are an average of the prices received per 
single quart container and for multiple quart containers. e home delivery prices are 
an average of the price paid for single and Am nah containers and under various discount 


arrangements. Chicago consistently had the highest store and home delivery price on fluid 
milk, Oshkosh and Minneapolis, Minn., had the lowest store price, and Oshkosh and 
Wisconsin Rapids had the lowest home delivery prices. 





INVESTIGATION OF DAIRYING, 1955 51 


Although farm prices for fluid milk have dropped almost 14% cents per quart 
between 1951 and 1954, store prices have dropped less than one-tenth cent per 
quart and home delivery prices have increased four-tenths cent per quart. 

In no city has the drop in the store price or the home price during this 
4-year period been as great as the drop in the farm price. In 6 of the 8 markets 
the home delivery price actually increased and the farm price decreased. 

Store price changes were, however, more closely related to farm price changes. 
In only 3 of the 7 markets that reported a store price did the store price increase 
between 1951 and 1954. In the other four markets farm price decreases were 
accompanied by store price decreases. 

Examination of data for individual markets during the 4-year period indicates 
the following: 


When farm and store prices both dropped : 
Store prices dropped less than farm prices—7 times. 
Store prices dropped more than farm prices—4 times. 
When farm and home delivery prices both dropped: 
Home delivery prices dropped less than farm prices—7 times. 
Home delivery prices dropped more than farm prices—4 times. 
When farm and store prices both increased : 
Store prices went up more than farm prices—5 times. 
Store prices went up less than farm prices—1 time. 
When farm and home delivery prices both increased : 
Home delivery prices went up more than farm prices—6 times. 
Home delivery prices went up less than farm prices—0 times. 


Although fluid prices at consumer and the farm level moved up and down 
together, consumer prices went up faster and down slower than did farm prices. 

The decline in farm prices for fluid milk which have been occur7ing in the 
State of Wisconsin during the last 4 years have not been passed on in full at 
the consumer level in either store or home delivery prices. This means that the 
market margins have been increasing at the same time that the farm prices have 
been decreasing. The magnitude of these increases is discussed in the following 
section. 


The change in farm price and marketing margin for fluid milk compared 

How independent of farm milk prices are dairy marketing margins? The 
changes in farm prices for fluid and marketing margins between 1951 and 194 
for the 8 markets, listed in the table below indicates that in all markets the 
farm price has decreased substantially during the past 4 years while at the 
same time marketing margins both on a store and home delivery basis have 
inereased.?. This situation was the most pronounced in Kenosha and Madison. 
The average decrease in the farm prices for all markets was 1.41 cents a quart, 
the average increase in margins on store sales was 1.42 cents and the average 
increase in margins on home delivery was 1.77 cents per quart. Wisconsin 
farmers have been faced with a situation where fluid milk marketing margins 
and retail prices increased during the period of falling farm prices. 


[Cents per quart] 


‘ Change in 
Changes | ota mar 
keting mar- | *€Ung mar- 


gin on home 
om _— delivery 


sales 


Change in 
farm price 


+2. 80 
+1. 69 
+1. 01 
+1. 61 
+2. 79 


Cia Nai iit atin’ cil tien <4 Ge simnaessee tad 
Milwaukee... 

Oshkosh 

| nese Pad This caae dane sinus canada 
Ua is eatis ccuewdl beter den condtd bled ee 
Madison +2. 80 
Minneapolis__-_- ; +1. 37 
Wisconsin Rapids__ iT. euudc cat: é a | +. 14 


| 
:| 
| 





+1, 78 








2 Source of data the same as table 1. 
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In individual markets Chicago had the highest margin on both store and home 
sales of fluid milk. Oshkosh and Minneapolis had the lowest margins on store 
sales, and Oshkosh had the lowest margin on home sales. 


Marketing margins on fluid milk sales in various sized containers 

Fluid milk marketing margins vary considerably depending on the size of the 
container and the type of sale (store or home). Theextent of these differences, as 
well as the magnitude of the margins themselves in indicated in table 2 below. 


TABLE 2.—Average farm prices and total marketing margins on Wisconsin fluid 


milk sold in 7 markets, 1951-54" 


{Cents per quart] 


| 
Total | Total ae on oie. home 
marketing CONVEY POSS 
margin on emery 
| sales through | 
| retail stores | 


Wisconsin 
farm price 
Single-quart 2-quart Discount 
containers containers basis 
—— etaticnanaiete s aie -| 

Chicago. . ; | 13. 06 | 15. 67 15. 
Milwaukee.-..........- are 9. 10. 14 | 10. 75 | 10. § 

Oshkosh j : res 9. | 10. 28 | 10, 28 8.8 

Beloit. - Sika del 9. ¢ 12. 00 | 12. 00 10.8 

Kenosha___- 9. 4: 11. 36 | 11, 30 | 10, 

Madison -- - - 9. 6§ 10. 40 10, 86 10 

Minneapolis 9. 12 8.53 


! Source of data the same as in table 1. 


Margins on single quart home sales were normally the largest. In Minneapolis 
for instance, this type and size of sale carried a margin of 3 cents more per quart 
than the single-quart sale through stores. This reflects the added cost in deliv- 
ering single quarts to consumers. The average margins for all seven markets ure 
listed below: 

Cents per quart 
Single quart—retail store . 82 
Single quart—home delivery at 
2 quart—home delivery , 98 
Discount basis—home delivery 


Although the margin on the single-quart home sale was over 1 cent per quart 
above the margin on the single-quart store sale, the margin on the 2-quart home 
sale was practically the same as on the single-quart store sale. Furthermore, the 
margin on the milk sold home on a discount basis was almost 1 cent per quart be- 
low the margin on the single-quart store sale. This in turn reflects the fact that 
when large volumes are sold at homes, cost of delivery may actually be lower than 
delivery costs on sales through stores. If the consumer buys in volume quantities 
at the home, considerable savings can be made, and these in turn are being re- 
flected back to the consumer under the volume discount system. The committee 
sanctions volume discounts. <A fuller discussion follows in a later section. 

The fact that margins vary considerably from city to city is also illustrated in 
table 2. Average 4-year margins on single-quart store sales varied from a low 
of 8.53 cents in Minneapolis to a high of 13.06 cents in Chicago. The other 5 
markets averaged around 10 to 11 cents. Margins on home delivered sales also 
varied greatly. Chicago, for instance, had a margin of 514 cents more on single- 
quart home sales than did Oshkosh. The margin on the 2-quart home sale was 
61% cents a quart higher in Chicago than in Oshkosh. Margins are, of course, a 
factor of both the farm and retail price as well as the cost involved in marketing 
the product. Those vary greatly by cities and by types of containers. 


Why fluid milk marketing margins behave as they do 


The magnitude of the margin, expense, and net profit—In earlier discussions it 
was established that the Wisconsin farm price of fluid milk has been dropping 
the past 4 years while at the same time both the consumer price and marketing 
margins have been increasing. What is the reason for this situation? Is it be- 
cause the costs of marketing have increased at the same time the farm prices 
have been Gecreasing, hence causing an increase in marketing margins and also in 
retail prices? Or has it been because profits to the marketing firms have in- 
creased substantially and hence have caused an increase in prices to consumers? 
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To answer this question the State income-tax returns of 41 Wisconsin fluid-milk 
distributors were analyzed. This analysis was made on the 1951, 1952, 1953, and 
1954 returns. Every attempt was made to select representative firms from vari- 
ous parts of the State. Some of the firms sold products such as cottage cheese, 
ice cream, and butter in addition to fluid milk. Fluid milk was, however, the 
major product in all instances. Gross profits, operating expenses, and net profits 
for the firms are presented in the table below.’ 


{Cents per dollar of sales] 





Average gross} Average i 
marketing | operating oa poe 
margins | expense 1951-54 
1951-54 | 1951-54 ars 


Green Bay, Oshkosh, Fond du Lac (7 plants) ..---_...---.--- 43. 10 | 39. 3: 
Eau Claire, La Crosse, Chippewa Falls (3 plants) 37. 60 34. 
Kenosha, Racine, Milwaukee (8 plants) - | 36. 70 | 35. 
Janesville, Beloit (2 plants) .......---- anita ; 36. 60 34. 
Wausau, Marshfield, Stevens Point, Wisconsin Rapids (11 | 

plants). o202 8 wb nedwbed Paetede ded iA 28. 38 | 26. 36 
Manitowoc, Sheboygan, Plymouth, Two Rivers (7 plants) - 26. 95 | 25. 
Ashland, Superior (3 plants) ...................--.-..- 20. 82 19. 





Thus the cities with the largest gross margins also had the largest net profits 
per dollar of sales. Similarly the cities with the lowest gross margins had the 
lowest net profits per dollar of sales. The differences between net profits were, 
however, Small (less than 3 cents per dollar of sales between the cities with the 
highest and lowest net profits) compared to the differences in gross margins. 
Furthermore, the gross margin is affected not only by efficiency of operation and 
net profits, but also by volume of manufactured dairy products purchased. 
Finally the relationship which existed between gross margins and net profits 
on the average for the 4-year period were frequently not duplicated in individual 
years. Although differences in net profits were partially responsible for differ- 
ences in gross marketing margins, their effect was not nearly so great as was 
differences in marketing expenses. It must be acknowledged, however, that 
normally when gross margins in city groupings went up from year to year so 
did net profits. 

The fact that operating expenses account for almost all of the gross margin 
does not in itself mean that neither can be reduced. High operating expenses 
are not in themselves justifiable. It is important that the dairy industry con- 
tinuously attempt to reduce margins and to market the product as efficiently as 
possible. High operating expenses rather than abnormally high profits do, 
however, appear to be responsible for the gross margin currently existing in the 
dairy industry. The average gross margin, operating expenses, and net profit 
for the 41 plants for each of the years in the 4-year period are listed below. 
Each plant’s figures were weighted by its volume of sales in computing the 
average for all firms. 

This relatively low net profit figure does not of course, in itself mean that mar- 
keting margins cannot be reduced. Nor does it mean that net profits cannot be 


[Cents per dollar of sales] 


Operating 


expense | Net profit 
| 


- 
| 
Gross margin 
| 





32. 03 30. 1.61 
32. 65 \ 2. 05 
36. 19 3. f 2. 67 
34. 31 . 21 | 2.10 
33. 79 31. 2.10 


?To obtain these figures the cost of goods sold in cents per dollar of sales was calculated. 
This cost of goods sold included the raw materials plus some manufacturing goods pur- 
chased for resale. The adjustment for inventory was also taken for consideration in 
computing the cost of the goods sold. Marketing expenses included the cost of manufactur- 
ing plus other expenses such as labor, advertising, supplies, insurance, etc. Net profit 
figures are before either State or Federal income taxes. Margins, expenses, and profits 
for individual plants were weighted on the basis of total sales. 
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reduced. For instance, net profits in cents per dollar of sales varied from a high 
of 4.61 in 1954 for the Eau Claire, La Crosse, and Chippewa Falls grouping to a 
low of .06 in 1951 for the Ashland and Superior grouping. Individual firms also 
varied widely. One firm reported a net. profit of 11.23 cents per dollar of sales 
in 1951 while another firm reported a loss of 3.32 cents per dollar of sales also 
in 1951. Net profits do vary considerably. Some firms continuously show a 
high rate of return. This may, of course, be merely a reflection of efficiency of 
operation. If it is, the only way to reduce net profits of these firms is for com- 
petition to operate as efficiently as they. If, however, the continuous high rate of 
return is because of price fixing, collusive bidding, secret discounts, or other il- 
legal practices then, of course, their profits could be reduced through action of 
the courts. Another section of the report deals with the extent to which illegal 
practices have been carried ou by Wisconsin dairy firms. 

The average net profit for all firms was, however, fairly low—2.10 cents per 
dollar of sales for the 1951-54 period. Since this figure is an average, by defini- 
tion many firms had profits far lower than this. To arbitrarily reduce returns 
on all companies, therefore, would mean that many would be forced out of busi- 
ness. 

The average net profit per dollar of sales for each of the 41 companies for the 
4 years are listed in table 3. 


TABLE 3.—Net profits before income tages in cents per dollar of sales for 41 
Wisconsin fluid milk plants, 1951-54 * 


| Cents || | Cents || 











BO BO 2 9 98 Be G0 20 wm OW GO Ow 
SISK RSERASERS 
ee no po nono po RS 
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1 In the event the 1954 income tax return was unavailable, the figures represent averages for 1951-53. 


Net profit for the 4-year period varied from a high of 8.83 for one plant to a 
loss of 2.07 cents per dollar of sales for another plant. Firms were not grouped 
at any particular profit level. Although only 3 firms had losses as an average for 
the 4 years, 11 reported losses in particular years. In general, net profits per 
dollar of sales for individual firms tended to remain constant from year to year. 
In other words, if a firm had a high profit one year it also had a high profit the 
next and vice versa. This suggests that there were basic differences in dairy 
firms, either in the efficiency with which they operated or in their operating prac- 
tices. There was, however, no particular tendency for the firms to be grouped 
at any particular profit level in any of the years. This is illustrated in the table 
below which lists the percent of the firms which had various net profits in cents 
per dollar of sales during each of the 4 years. 


[Percent of firms] 


Net profit or loss in cents per dollar of sales 


Although a larger proportion of the firms normally had profits between .01 
cent and 1 cent per dollar of sales, even so less than 25 percent of the firms were 
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in this grouping during the 4-year period. There were about as many firms 
that lost money as these that made over 4 cents per dollar of sales. Over 70 
percent of the firms had met net profits between .01 cent and 4 cents per dollar 
of sales before income taxes. 

Are the larger firms taking bigger net profit margins than smaller firms? In 
other words, are they using their size to exact exorbitant returns? Because some 
of the testimony at the committee hearings suggested this, net profits for Wis- 
consin ftluid-milk firms of various sizes were determined. The data are listed 
below: 


(Net profits in cents per dollar of sales] 


ll largest | 10 second Next 10 10 smallest 
firms in largest firms | largest firms | firms in 
terms of in terms interms |_ terms of 
of sales of sales ! ofsales! | sales ! 





DU gibt antogeisernetibe cine sine 


1 Based on 1953 sales figures. 


There is little difference in net profits for various sized firms. In general, 
the net profit is quite similar regardless of the size of the firm. In dollar terms 
of course, total profits to the larger firms would be larger than total profits to 
smaller firms because their sales figures are higher. There is, however, no evi- 
dence to indicate that the larger firms, because of their size, are able to realize 
a greater return per dollar of sales than do the smaller firms. 

The change in the margin, operating erpense, and net profit—Data in the 
previous section indicated that expenses made up a high proportion of the mar- 
keting margin. It is important, however, to ascertain whether or not the in- 
crease in the gross margin which has occurred has been because of increased 
expenses or because of increased profits. It is possible, of course, that even 
though expenses comprise a large proportion of marketing margins, neverthe- 
less, increases in gross margins could be caused primarily by increases in net 
protits. What has been the situation in this State? This question is answered 
in table 4 below. 


TABLE 4.—The change in gross margins, operating expense, and net profits per 
dollar of sales for 41 fluid milk distributors in various Wisconsin cities be- 
tween 1951 and 1954+ 


[Change in cents per dollar of sales] 
Change in Change in 


gross operating 
margin expenses 


Change in 
net profit 


Kenosha, Racine, Milwaukee (8 plants) ya +3. 15 +0. 13 
Ashland, a (3 plants) -. ---- . +7.17 +2. 70 
Eau Claire, Crosse, Chippewa Falls (3 plants) ; +5. 03 +1. 41 
Green Bay, Oshkosh, Fond du Lac (7 plants)_..-............- , +11. 56 —. 95 
Manitowoc, Sheboygan, Plymouth, Two Rivers (7 plants)... ; —2. 00 —.68 
Janesville, Beloit (2 plants) 76 +1. 94 +1, 82 
aoe Marshfield, Stevens Point, Wisconsin Rapids (11 ain 

= —. 66 


1 Individual plant figures weighted by plant sales in computing averages for the cities. 


Five of the seven city groupings experienced increases in gross margins. The 
other two experienced decreases. Four of the five city groupings showing 
increases in gross margins as an average for the 4 years also showed increases 
in net profits. Both of the two city groupings showing decreases in gross 
margins as an average for the 4 years also had decreases in net profits 
per dollar of sales. For individual years, increases in gross margins were accom- 
panied by increases in net profits 72 percent of the time, but by increases in 
operating expenses 938 percent of the time. Thus increases in gross margins 
were normally accompanied by increases in net profits, but not to as great a 
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degree as increases in operating expenses. It is thus clear that some of the 
increase in gross margins which has been occurring in the Wisconsin fluid-milk 
industry during the past 4 years is attributable to increased profits. 

The yearly changes in the average gross margins, operating expenses, and net 
profits in cents per dollar of sales for all 41 Wisconsin fluid-milk distributors are 
indicated in the following table. 


[Cents per dollar of sales] 


| | 
Changes in | Changes in ae 
gross mar- | operating ex- | ) of a 
cant penses ! Me mn income 
axes 


a eT stich, +0. 62 | +0. 18 | 
1952-53. a Sf ; eo | +3. 54 +2. 92 | 


—1. 88 | —1.31 
+2. 28 | +1.79 | 


1953-54 __ __ 
Change 1951-54_ _. 


1 Individual plant figures weighted by sales volumes of particular plants. 


For the 4-year period approximately 79 percent of the increase in gross margins 
which occurred for fluid-milk distributors were attributable to increased operat- 
ing expenses and 21 percent to increased profits. Although increased profits were 
not the sole contributor to increased gross margins, they were nevertheless, a 
major contributing factor. Furthermore, during the 1953-54 period when gross 
margins dropped, net profits did not drop as much as did gross margins. It 
appears therefore, that in periods of increasing gross margins, net profits de- 
creased but not as rapidly as gross margins. 


What makes up the marketing margins for fluid milk? 

The items included in the retail sales dollar as an average for the 41 fluid- 
milk distributors in the State of Wisconsin during 1954 are listed in the table 
below. When the 1954 income tax returns for companies were not available, 
1953 figures were used. 

Cents per 
| dollar of sale 





Cost of goods purchased ! 

Expenses: 
Salaries, wages, and commissions -_- 
oo ee ee ee eee eee 
ON SA SL ELLE LLL ET SII ts ean | 
Repairs, rent, and depreciation tai 
POD Bn Subd. sdb echoes oveebtnn tinsel with dehatawhnenbiintptihavébretiide dh tatnibes wil 
Insurance 
oa ae Leica one ae cmos 4 ae aw an ea eet sea ee 
Advertising . 
General 
Distribution 4 

I Re eT oa lesen cient gna gc aepaiataaine awe aaah teed selntiee a 


100. 00 


| Includes raw materials, inventory adjustments, manufactured products purchased for resale. 
2 Fuel, gasoline, plant supplies, office supplies, etc. : 
3 Route sales expense, wagon expense, cartage, freight and express, and delivery expenses. 


The labor cost was almost one-half of the marketing costs. Containers, and 
repairs, rent, and depreciation each came to around 10 percent of the marketing 
costs. The breakdown of the retail sales dollar for plants operating in the 
various city groupings is uite similar to the State as a whole. 


Considerations for reducing fluid milk marketing margins and costs 

1. Sale of milk to consumers in bulk (unpackaged) form.—A recent develop- 
ment in Wisconsin is the sale of bulk milk to consumers. The consumer brings 
her own container either to the dairy plant, a milk depot, or some centrally 
located spot, and the milk is transferred directly from either mobile bulk trucks 
or mobile tanks to the customers gallon or half-gallon jugs. This procedure 
largely eliminates two dairy marketing: functions—bottling and distribution— 
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both of which are comparatively costly. The difference in marketing margins 
and costs between the conventional packaging distribution process where the 
milk is delivered to the consumer, and the bulk system, can be ascertained on the 
basis of hearing testimony presented by the only 3 Wisconsin bulk distributors 
the committee knew to be operating in April 1955, and 5 representative Wisconsin 
package distributors. Two of the bulk milk distributors were from the Wiscon- 
sin Rapids-Marshfield area, the third from the Chippewa Falls area. The five 
package distributors were from various parts of the State. All price data for 
both bulk and package distributors is for sales in gallon or one-half gallon lots 
but is converted to prices per quart for purposes of simplification. All price 
data is for April 1955. Data for the three bulk milk dealers is presented below. 
All were buying grade B milk from farmers. Package distributors were buying 
grade A milk, 


[Cents per quart] 


: ESEESSET caer 
Bulk milk | Bulk milk Bulk milk 
dealer A dealer B dealer C! 


Average 


Prices received per quart from consumer 10. 00 | 12. 50 | 11, 75 11. 42 
Price paid per quart to farmer-.-........--.------------| 6. 59 | 7.11 | 6. 46 | 6. 72 
| 
i 


| 
} 
| 
| 
eT 
| 


Total marketing margin 5. 39 . 29 | 4.70 


| 


! This dealer buys from a processing plant and not from farmers. The farmers were receiving 6.46 cents 
a quart. This dealer actually was paying 9.13 cents a quart and hence his margin was only 2.62. The 
5.29 cents figure listed above is the total margin between the farm-pay price and the price paid by the 
consumer, 


The average price per quart received by farmers was 6.72 cents, and the 
average sales price 11.42 cents per quart. This left a total marketing margin 
of 4.70 cents per quart on bulk milk sales. 

Data for the five packaged milk distributors are listed below. All consumer 
prices are for milk sold in gallon jugs on a home delivered basis. If no gallon 
prices were quoted the half-gallon price was used. Where volume discounts 
were in effect prices were adjusted to take into consideration the proportion 
of the milk qualifying for the volume discount. 


[Cents per quart} 


| Package | Package | Package | Package | Package 
milk | milk | milk | milk | milk 

| distrib- | distrib- | distrib- | distrib- | distrib- 

| utor A | utor B utorC | utor D utor E 


Average 
| 
“ 
oe | 


18. 11 | 


| 
Price received per quart from consumer-- 
7. 59 | 


Price paid per quart to farmer : | 


Total marketing margin 





Thus the marketing margin at 9.81 cents was 5.11 cents per quart greater 
than the marketing margin on bulk milk sales (9.81 cents—4.70 cents=5.11 
cents). Why was this? In other words, why did the package milk distributors 
need a marketing margin of 5.11 cents more than the bulk milk dealers? The 
answer appears to be more in costs than in profits. The bulk milk dealers 
largely eliminated two functions—bottling and delivery. The average of these 
costs to three representative package milk distributors in various parts of the 
State who testified at the hearings are presented below. 





| Ccstsin cents 
| per quart 





Bottle filling and handling 2.1.08 
Dilger NRs Ciath So eaness «ted ce <tsi<aqaeg~pnins fo Hahn Mes bas bid sb iS iE. dtd es 


Total 





69970—56——5 
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The two functions largely eliminated by bulk milk sales—bottle filling and 
handling, and delivery and selling—constitute a cost of 5.12 cents per quart.“ We 
thus have the following situation. 


Cents per quart 
Package milk distributors total marketing margin 
Bulk milk dealers total marketing margin 


The amount that package margins were over bulk margins 
The amount that package costs were over bulk costs 


It thus develops that the difference in marketing margins is almost identical 
with differences in marketing costs. Elimination of two marketing functions 
permitted a reduction in marketing costs and, hence, margins of over 5 cents per 
quart. Since this reduction in costs was largely passed on to consumers, it 
meant that retail prices were more than 5 cents per quart lower for bulk milk 
than for packaged milk. These data indicate the magnitude of the savings which 
are possible under the bulk milk system of selling milk. 

The committee endorses the bulk method of selling milk provided necessary 
Sanitary precautions are taken. We feel that if the dairies meet the standards 
prescribed in the standard grade A ordinance, and if the milk is dispensed under 
conditions prescribed by the United States Public Health Service for bulk dis- 
pensers that the bulk sale of milk should not be prohibited. The committee vis- 
ualizes the development of a system of distribution where consumers could come 
to milk depots, or even grocery stores, and obtain their milk from bulk tanks 
with the same safeguards to the consumer as she now enjoys when she gets 
glasses of milk from dispensers in restaurants, hotels, etc. We go on record 
recommending adequate sanitary regulations, but are diametrically opposed to an 
outright prohibition of this bulk sale method. We vigorously endorse the prop- 
osition that the consumer should have the choice of buying fewer marketing 
Services if she so desires. We are opposed to any provision either in the United 
States Public Health milk ordinance and code, or in bottling ordinances in Wis- 
consin cities which prohibit this method of distribution, without taking into 
Ses the conditions under which the milk is produced, processed, and dis- 
tributed. 

We also feel that to return the greatest benefit to farmers, grade A milk 
should be used. At the present, grade B milk is being sold by the bulk distributors 
and farmers have gained little. At the time of committee hearings for instance, 
bulk distributors in the Marshfield-Wisconsin Rapids area were paying farmers 
46 cents per hundredweight less for grade B milk used in bulk operations than 
packaged milk distributors were paying farmers for grade A milk. 

In this connection, one of the bulk milk distributors was paying a cheese 
factory $4.20 per hundredweight for grade B milk. Testimony at committee 
hearings indicated that one grade A plant in the area was selling grade A 
milk for $3.65 per hundredweight, free on board the plant. It would have cost 
20 cents per hundredweight to transport the milk to the bulk distributor’s plant. 
The total cost to the bulk distributor would then have been $3.85 per hundred- 
weight, or 35 cents less than he was currently paying for grade B milk. The 
committee would prefer that grade A milk be used in this method of distribution. 

The committee also disagrees with those who maintain that the sale of bulk 
milk may have an injurious effect on the financial structure and stability of 
the dairy industry. They argue that the sale of bulk milk may force many 
present packaged distributors into bankruptcy and thus endanger the financial 
structure of the industry. The dairy industry had adopted many innovations 
and made many changes in the past, and if it is to remain virile will have to 
do likewise in the future. We have seen the development of the gallon jug, 
the half-gallon, and the paper container. These developments have, of course, 
had their repercussions and many dealers have been forced to the wall. This, 
however, is part of the competitive process inherent in a private-enterprise 
system. To prohibit a cost-saving innovation merely because it may injure 
financially some of the present distributors is to ignore the fact that the duty 
of the legislature is to serve the people of the State of Wisconsin rather than a 
select group. Furthermore, the committee believes that even though certain dis- 
tributors may be injured financially by this present system, nevertheless because 


«If bulk milk were marketed through milk depots, or other merchandising points, some 
distribution costs would be incurred. Under the present method of sale, however, these 
distribution costs are very minor in magnitude. 





INVESTIGATION OF DAIRYING, 1955 59 


it does afford the possibility for cost savings, the consumer should have the choice 
of buying fewer marketing services if she so desires. 

Milk distributors argued at committee hearings that the bulk system will not 
reduce their costs because so many of their costs are of a fixed nature. Hence, 
shifting some of their sales from the packaged to the bulk form will only mean a 
higher unit cost for packaged milk. They conclude that the lower unit cost on 
bulk milk will be more than offset by the higher unit costs on package milk. This 
position is based on the assumption that the bulk system of selling will not 
increase total consumption. Testimony presented at committee hearings failed to 
indicate that sales to established packaged distributors have decreased in areas 
in which bulk sales were made. If packaged sales do not decrease then unit 
costs for the package operation will not increase with the introduction of 
bulk sales. The committee is in no way attempting to eliminate the home deliv- 
ery method of sale. We feel that home delivery has a very vital and necessary 
place in the dairy industry for those who wish to have these services performed 
for them. For those who prefer to make the saving, however, bulk milk sales 
should be permitted. The consumer should have the right to choose. 

In conclusion, then, the committee feels that many consumers are price con- 
scious when it comes to milk. The opportunity of purchasing milk at a lower 
price will encourage at least the low-income groups to buy more milk. The 
committee therefore, supports the concept of bulk milk distribution provided 
necessary Sanitation precautions are prescribed. 

2. Utilizing Increased Percentage of Plant Capacity—Research reported in 
Northeast Regional Publication No. 16 entitled “Specializations in Cost for a Milk 
Pasteurizing and Bottling Plant” indicate that the costs vary widely depending 
on the relation of volume processed to plant capacity. A milk pasteurizing 
and bottling plant with a daily capacity of 15,000 quarts had separating and pro- 
cessing costs of 2.2 cents per quart with an output of 400 quarts of light cream, 
but when only 100 quarts of light cream were processed the cost jumped to 8.6 
cents per quart. The report points out that at lower levels of volume unit costs 
are higher because plant costs do not decline in proportion to the reduction in 
volume. For instance, when the plant processed only 46.3 percent of the original 
volume, the necessary work was 78 percent as large as before and the daily cost 
was 80 percent of the former amount. “The average plant cost at the milk 
pasteurizing and bottling plants discussed in this study for all products at 46.3 
percent of the original volume was 2.06 cents compared to 1.18 cents per package 
at full normal utilization. This represents a 74 percent increase.” 

Other studies also indicate that there is a significant correlation between 
volume handled relative to size, and efficiency in the utilization of plant labor. 
For instance, a USDA report by Robert B. Olson entitled “An Analysis of Operat- 
ing Costs of Selected Milk Dealers” indicates that the output per man hour of 
plant labor in fluid milk and cream plants increases at the rate of about 21 
pounds per man hour for each increase of 10,990 pounds per day. 

For the individual firm producing at less than capacity, increased sales will 
reduce the costs per unit. However, there is a distinction between increasing 
the volume of plants operating at less than capacity and in merely having larger 
plants. The size of the plant is limited by the size of the market and the number 
and size of competitors. Research studies point out the fact that large fluid 
milk plants do not necessarily have the lowest cost per unit processed. The 
USDA report cited earlier lists the following costs for fluid plants of various 
sizes. 


[Plant costs in dollars per hundredweight] 


Annual volume of milk and cream 
handled 


Over 200 100 to 199 
million million | Less than 100 


pounds pounds pounds 


Processing and manufacturing 0. 72 0. 69 1.07 
Bottling, filling, and handling . 85 . 86 -9 
Foie and selling 1. 96 1,76 1.77 


55 . 67 


ministration . 57 
3. 86 4. 50 
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Considering this and the fact that the population of the city, traffic conditions, 
relative density of customers, type of customers, and volume per stop*may have 
an appreciable effect on costs, the committee does not recommend larger sized 
plants in themselves as a means of adding lower costs. The committee recog- 
nizes, however, that many of the costs of the dairy plant operation are just as 
high with small as with large volumes of milk handled. If dairy plants were 
operated without appreciable amounts of excess capacity, and if plant duplica- 
tion and uneconomical costs would be reduced substantially the saving could 
benefit farmers and consumers aliké. Insofar as they represent the workings 
of the economic process the committee therefore favors consolidation as well 
as elimination of inefficient plants which has been taking place in increasing 
degrees in recent years. This, of course, reduces the number of plants operating 
below capacity. 

It is important, however, that the reduction in plant numbers are not caused 
by collusive or illegal activities by dominant firms. Sufficient funds and per- 
sonnel for regulatory agencies are therefore essential. 

3. Using new packaging methods to reach new markets.—Research reported 
in University of Wisconsin Research Bulletin 179 indicates that paper packaging 
of fluid milk has helped expand milk demand, increase distribution areas, and 
encourage store sales. And paper packaging also makes retail milk prices more 
uniform, since low-production areas now can be serviced by paner-packaged 
milk from low-cost areas. But paper packaging has its problems. Unless plants 
choose between paper and glass, they will find their costs higher than if only 
one or the other container were used. For instance, the Northeast Regional 
publication cited earlier indicates when milk pasteurizing and bottling plants 
packaging exclusively in glass are reorganized to provide for a 40-percent paper 
and 60-percent glass operation, packaging costs increased 16 percent. The total 
unit cost of the product packaged in either glass or paper was considerably higher 
than the former cost per item in the all-glass operation. 

Finally the filling and handling costs are also higher for paper operations 
than for glass. This is demonstrated both by testimony at committee hearings, 
and also by reference to research studies. The USDA study cited earlier for 
instance states that paper handling costs are 1 cent more per quart than glass 
handling costs. 

Regardless of these increases in plant costs the committee, nevertheless, 
strongly supports the adoption of the paper package in the fluid-milk industry. 
The higher plant costs are offset to a certain degree by lower unit delivery costs. 
furthermore, there is evidence to indicate that plants that process a relatively 
iarge proportion of paper containers use less total plant labor than plants of 
the same size that process a large proportion in glass. More important, however, 
is the fact that the paper package has played an important role in expanding 
milk-distribution areas, and in bringing additional consumers into the market 
as inspected milk becomes more available. Farmers have, therefore, benefited 
from improved demand for grade A milk as a result of the paper package. It is 
important that the expansion of trade areas that accompanies the adoption of 
the paper package be permitted to develop. Unless it does the full benefit asso- 
ciated with the paper package will not accrue to either the farmer, the con- 
sumer, or the dairy firms themselves. The committee therefore opposes vigor- 
ously any action by cities within Wisconsin in adopting sanitation regulations 
which have as their intent the exclusion of the sale of milk from other than local 
producers. The committee goes on record as supporting the elimination of both 
inter and intrastate restrictive features in sanitation regulations. 

4. Reducing the retail consumers price on quantity purchases.—One of the 
most important ways of reducing labor costs of distribution and henee marketing 
margins on fluid milk is by increasing the sale per customer on retail routes. 
A 1950-51 report of the New York State temporary commission on agriculture 
indicates that the distribution costs to the 1-quart home-delivery customer often 
exceeds the distribution cost to the 4-quart customer by 10 cents or more per 
quart. Also in this connection, research by Herbert Spindler, University of Mas- 
sachusetts indicates that although the labor cost of milk distribution is 3.1 cents 
per quart, the labor cost per customer stop is 10.4 cents thus it costs the dairy 
about 10.4 cents to make a stop regardless of whether 1 quart or 5 quarts are 
delivered. Since the dairy charges the 1-quart customer only 3.1 cents for labor 
distribution costs, it is obvious that a loss of around 7.3 cents per quart is 
incurred (10.4—3.1). This loss is, of course, made up on the larger customers 
let us say 5-quart customers whose deliveries also cost 10.4 cents but who are 
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charged 3.1 cents per quart or 15.5 cents. Thus the large customer subsidizes 
the small, and it is the small customer who pushes up the distribution costs. If 
no small customers were served the lower costs per quart associated with the 
large deliveries would be reflected back in consumer prices rather than in paying 
for losses incurred on small-customer deliveries. 

This is what volume discounts at retail are intended to do. Volume discounts 
encourage large-volume purchases on retail routes, and discourage small-volume 
customers from buying on a home-delivery basis. This is because the lower costs 
to the 4- or 5-quart, and higher costs to the 1- or 2-quart customers are reflected 
in the retail price of milk. This not only encourages increased purchases on 
the part of the larger customers, but would also encourage the smaller customers 
to buy through stores—the most economical channel for them. This gives plants 
a more economical form of distribution. 

The research by Spindler indicates that it takes 3.3 quarts per stop to break 
even on labor costs. Anything less than 3.3 quarts means that the large cus- 
tomer must subsidize the small. Anything more than 3.3 quarts would permit 
a reduction in labor costs of distribution if no subsidization of smaller customers 
were needed. 

The committee is pleased to note that all of the milk distributors testifying at 
committee hearings had some form of volume discount in effect. As a result 
sales per customer stop averaged considerably higher than the 3.3-quart break- 
even figure cited by Spindler. Sales per retail customer stop in quarts for the 
three dairies reporting were: 


RE | Bic cictas castes neve sectcnteacetlioeer ds aunt motile eaclabicistanniceacaiiapinegen ead 3.6 


Apparently volume discounts encouraged sales per customer at a level which 
results in reduced costs. This is further substantiated by testimony at the 
committee hearings to the effect that the majority of customers currently served 
on retail home delivery routes have qualified for the volume discount. Pur- 
chases at this level do of course, reduce labor distribution costs per quart. 
The committee supports the principle of volume discounts both at retail and 
wholesale because it can encourage more sales per customer and hence lower 
costs. However, the committee endorses volume discounts only to the extent 
that they are cost justified, and only to the extent that any discount made 
should be made openly. If free display cases are given on wholesale sales they 
should be given on the basis of open and nondiscriminatory practices. 

5. Regulation of business practices.—As indicated in an earlier section, the 
average net profit before income taxes to Wisconsin fluid-milk distributors dur- 
ing the 1951-54 period is fairly low, 2.10 cents per dollar of sales. Neverthe- 
less, there is great variation in profits to individual firms. One firm reported 
a net profit before income taxes of 11.23 cents per dollar of sales. The com- 
mittee urges that regulatory agencies be provided with sufficient funds and 
personnel to insure that price fixing, collusive bidding, secret discounts and 
other illegal practices do not contribute to the relatively high net profits enjoyed 
by some firms. 

In summary the job of reducing milk marketing costs and margins is no easy 
one to accomplish. It would appear that the greatest opportunity lies in the 
area of expanded volume per present plant, technological progress, and giving 
consumers a chance of buying milk with less services attached if she so desires. 
Accomplishing this will be slow and arduous. Justifying prices merely because 
profits are low and costs are high in no way justifies either the cost level or 
the functions involved in building up this cost. The industry will have to be 
constantly alert to new innovations, to changes in methods of marketing the 
product, and to changes in consumer habits, preferences and demands. 


8. Cheddar cheese 


The Wisconsin farmer’s share of the consumer’s Cheddar cheese dollar 


As was true in the case of fluid milk, the Wisconsin farmer’s share of the 
consumer’s Cheddar cheese dollar has declined substantially in the last 4 years. 
See table 5 below : 
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TABLE 5.—The percentage of the United States, New York, Chicago, and Minne- 
apolis consumers Cheddar cheese dollar going to Wisconsin farmers, 1951-54 * 


[Percent] 


United States!) New York Chicago | Minneapolis 


1 The price to the farmer for Cheddar cheese was calculated by subtracting the value of the whey cream 
and the value of the whey from the price paid Wisconsin farmers by American cheese factories and dividing 
this difference by the yield of cheese per 100 pounds of milk. e retail orice of Cheddar cheese in the 
United States and particular cities was obtained from the Bureau of Labor Statistics report Retail Food 
Prices by Cities. Since the prices listed in this report for 1953 and 1954 are for American processed cheese 
4.4 cents (the difference between Cheddar cheese and American processed cheese during the 1950-52 period) 
was added 10 the prices listed in the BLS report during the years 1953-54, 


The Wisconsin farmer’s share of the United States consumer’s cheese dollar 
has declined by 11 percentage points, and his share of the consumer’s dollar 
in Minneapolis, Chicago, and New York has declined by an average of 12 per- 
centage points. As would be expected, the farmer’s share is higher in the closest 
market, Minneapolis. 

The Wisconsin farmer’s share of the United States consumer’s cheese dollar 
has area 2 percentage points less than the farmer’s share for the country 
as a whole. 


Changes in Wisconsin farm and retail Cheddar-cheese prices compared 


It was demonstrated in the previous section that the Wisconsin farmer’s 
Share of the consumer’s cheese dollar in various markets and in the United 
States has been declining. Does this mean that farm prices have been declining 
and retail prices increasing? Or does it mean that retail prices have not come 
down as fast as farm prices? To answer this the average change in Wisconsin 
farm and retail prices for Cheddar cheese which occurred between 1951 and 
1954 were calculated. These are listed below: 

Cents per pound 
United States retail 
New York retail 
Chicago retail 
Minneapolis retail 
Wisconsin farm 


Although the Wisconsin farm price for cheese has declined by 5.8 cents per 
pound, or roughly 17 percent, the retail price has actually increased by almost 
8 cents or 5 percent. This means, of course, that marketing margins have in- 
creased substantially during the past 4 years, a period during which farm prices 
for cheese have dropped substantially. The change in the marketing margin 
is dealt with in the following section: 


Changes in Wisconsin farm and marketing margins for Cheddar cheese compared 


A comparison of changes in marketing margins and farm prices for Wisconsin 
Cheddar cheese during the last 4 years is made in table 6 below: 


TaBLe 6.—The changes in the Wisconsin farm prices and total marketing mar- 
gins for Wisconsin Cheddar cheese sold on the United States market and in 
particular markets between the years 1951 and 1954* 


Change in Change in 

Wisconsin cheese total 
cheese marketing 

farm price margin 


Cents per pound) Cents per nd 
—5.8 ” ne. 7 


+8.3 
+8. 1 
+8.1 


1 Source of data same as table 5. 
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Although Wisconsin farm prices for milk going into cheddar cheese have been 
dropping since 1951, marketing margins have been increasing. Neither of the 
three markets listed nor the United States as a whole showed any decreases in 
marketing margins during the 1952-53 and 1953-54 periods. Yet Wisconsin farm 
prices declined substantially during this period of time. The average increase 
in marketing margins during the 1951-54 period for the United States was 8.7 
cents per pound, and for the 3 markets listed individually 8.2 cents per pound. 
The farm price declined 5.8 cents per pound. Wisconsin farmers are therefore 
faced with the situation where their prices of cheddar cheese are dropping while 
at the same time marketing margins are increasing. This, of course, means 
that the full effect of the drop in farm prices is not reflected at retail and hence 
increases in consumption are not as greatly encouraged as they would be if farm 
and retail prices declined simultaneously. 


Margins to various marketing agencies 


There are normally at least three marketing agencies involved in marketing 
cheddar cheese. They are (1) the manufacturer of the cheese, (2) the cheese 
wholesaler, and (3) the retail store. Since it has been demonstrated that mar- 
keting margins have been increasing at the same time that farm prices were 
decreasing it becomes important to ascertain whose margins are increasing and 
how much. The average margins for each of the three agencies in the sale of 
Wisconsin American cheese in the New York market are indicated in the table 
below. 


[Cents per pound] 


Average gross margin to Wisconsin American cheese 

manufacturer ! 3. 3. 2 4.20 M 
Average gross margin to wholesaler_-.-_..........-.-- 5. 5.07 4.76 . 
Average retail margin be 8. 26. 33 26. 74 22. 44 


1 The price per pound of cheese to the farmer was computed by subtracting from the price per hundred- 
weight of milk paid to the farmer by Wisconsin American cheese factories, the value of the whey and the 
whey cream and in turn dividing this difference by the yield of cheese per 100 pounds of milk. The differ- 
ence between this price = pound of cheese to the farmer, and the average W iseconsin cheese exchange prive 
per pound as listed in the official price announcement of the Order 41 Federal Milk Administrator is the 
margin to the manufacturer. This margin is only for cheese and does not reflect returns on wher cream. 
The difference between the Wisconsin cheese exchange price and the wholesale selling price of cheddar 
cheese at New York was taken to be the margin to the wholesaler. The difference between the wholesale 
price in New York and the retail price in New York as reported in the BLS reports was taken to be the 
retailers margin, 


The margin to the Wisconsin manufacturer has increased only about one-half 
cent a pound in the last 4 years. The margin per pound to the wholesaler has 
actually decreased by seven-eighths cent a pound during this 4-year period. On 
the other hand, the average retail margin has increased by over 6% cents a pound. 
At least in the New York market the reason for the substantial increase in 
marketing margins during a period when farm prices have been falling is that 
the retail margin has increased substantially. Margins at the factory and whole- 
sale level on the average have actually decreased. 


T'he Wisconsin Cheddar cheese manufacturer 


Testimony presented at committee hearings indicated that American cheese 
factories in the State of Wisconsin were in financial difficulty largely because 
the price support program has made it difficult for them to compete with butter- 
powder plants for milk. The testimony indicated that in order to attract milk, 
American cheese factories have been forced to pay more than they can afford 
to pay and hence are in financial jeopardy. 

Records kept by the Wisconsin State Departmetn of Agriculture indicate that 
Wisconsin American cheese factories are discontinuing business at a faster rate 
than are butter-powder plants. Between July 1 of 1954 and May 24 of 1955, 
2% percent of the cheese plants had discontinued business as contrasted to 1.6 
percent of the butter factories. Cheese production data compiled by the Wis- 
consin Crop and Livestock Reporting office indicate that American cheese produc- 
tion in Wisconsin during the first 4 months of 1955 declined more compared to 
the same period last year than has either total milk production or butter produc- 
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tion. There has been a trend in the first 4 months of 1955 away from utilizing 
milk for American cheese. Price data for the last 3 years also indicates that 
cheddar cheese plants are paying lower prices relative to butter-powder plants. 
In 1952 American cheese factories in Wisconsin paid 6 cents a hundredweight 
more than Wisconsin creameries did for 3.5 percent milk. In 1953 they paid 
5 cents more and in 1954 2 cents a hundredweight less. A contributing factor 
was that prices paid factories for whey decreased from an average of about 8 
cents per hundreweight in 1952 to 1 cent in 1954.5 It appears therefore, that 
there is some substance to the argument that the competitive position of Ameri- 
can cheese factories in Wisconsin is deteriorating. 

What is the financial status of the cheese plants in the State of Wisconsin? 
Can they afford for long to over pay for milk? ‘The table below lists the gross 
margin, operating expenses, and net profits before income taxes for 15 repre- 
sentative American cheese factories in the State of Wisconsin. Data was 
obtained from state income tax records. 


[Cents per dollar of sales] 





| 
| 
| 
| 
| 
} 


Net profit 


Gross mar- Operating before income 


keting margin| expenses 





17. 90 





Data from this table suggests that net profits before income taxes are low 
and it would therefore be difficult for factories to continue for a long period of 
time to rely on reserves built up in past years in paying for this year’s milk. 
Furthermore there has been little change in margins or net profits over a 4-year 
period. Reference to later financial data on Wisconsin butter-powder plants 
indicates that the average net profits per dollar of sales to American cheese 
factories in Wisconsin during the 2 years of heavy support purchases, 1953-54, 
were only about one-fourth as great as they were for creameries in the State. 
Furthermore net profits per dollar of sales to butter-powder plants in the State 
increased during the 1953-54 period of support purchases, whereas they re- 
mained at their relatively low level at American cheese factories in Wisconsin. 

The status of the American cheese industry in the State of Wisconsin will 
therefore, depend largely on the current prices received in sales of the product. 
Since the market price for cheese at the present time is determined largely by 
the support program, it is therefore important to the cheese industry for the 
support price on cheese to be at a level which will permit cheese factories to 
return the same amount to farmers as do butter-powder plants. If they do 
not, then of course American cheese plants will either have to overpay for the 
milk or otherwise lose the milk to competing butter-powder plants. Wither of 
these alternatives will eventually encourage a large-scale shift in the utilization 
of milk away from cheese, but more important to the Wisconsin cheese industry 
will probably force increasing numbers of American cheese factories out of 
operation. An examination of the procedure under which the cheddar cheese 
and the butter and powder support price is calculated is therefore of consid- 
erable importance at the present time. This discussion is dealt with in the 
following section. 


4. Discussion of procedure used in calculating support price for butter, powder, 
and cheese 


Butter 


The support price for butter is calculated by multiplying the pounds of butter- 
fat in farm-separated cream used in making a pound of butter 0.82 times the 
support price on butterfat and adding this product to the average processing 
and marketing margin for butter. This margin represents the difference be- 
tween the product of 0.82 times the United States average price per pound of 


5 Based on plant records. 
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butterfat in farm-separated cream in a particular year and the price per pound 
of grade A butter at Chicago. The Department originally intended to use a 
5-year moving average processing and marketing margin but since the margin 
increased so substantially in 1953 they used a figure somewhat higher than 
the 1949-53 average margin in calculating their 1954-55 and 1955-56 support 
price on butter. 
Powder 

The support price on power is calculated by adding the processing and mar- 
keting margin on butter-powder to the support price for manufacturing milk and 
subtracting from this sum the market value of the 4.82 pounds of butter made 
from 100 pounds of 3.95 percent milk (4.82 times the support price on butter). 
This difference is then divided by 8 pounds (the yield of nonfat milk solids from 
100 pounds of milk). The result of this division then becomes the weighted 
average support price on powder. The processing and marketing margin on 
butter-powder represents the difference between the gross wholesale value of 
butter and powder (the sum of the products of 4.82 times the price of United 
States grade A butter at Chicago plus 8 times the United States average price 
of spray and roller nonfat dry milk solids) and the average price paid for 
manufacturing milk in the United States in any particular year. The Depart- 
ment had originally intended to use a 5-year moving average processing and 
marketing margin but again was confronted with the fact that this margin in- 
creased substantially in 1953, and hence the 5-year moving average would not 
have permitted a high enough support price to return the minimum 75 percent 
of parity to the farmer. Therefore a processing and marketing margin con- 
siderably above the 5-year moving average and 2 cents above the 1953 margin 
was used in calculating 1954-55 and 1955-56 support prices on nonfat dry milk 
powder. 


Cheddar cheese 


The support price on cheese is determined by computing the percentage that 
the average price of assembled carlots of Wisconsin State brand Cheddar cheese 
f. o. b. Wisconsin assembling points was of the United States average price for 
manufacturing milk and multiplying this percentage times the support price of 
manufacturing milk for the particular year. Again the Department originally 
intended to use the 5-year moving average percentage, but instead used a figure 
which was 0.45 percent higher than this moving average and 0.02 percent higher 
than the 1953 percentage for the 1954-55 and 1955-56 marketing year. 


5. Questions about these procedures 
Butter-powder 


As indicated above, the procedure for computing the butter and powder sup- 
port price is different from the one used for computing the cheddar cheese sup- 
port price, If the same procedure were used for calculating the support price 
for butter and powder as is used for Cheddar cheese, the support price on butter 
would have been 1.09 cents a pound higher and on powder, 2.09 cents a pound 
lower. Using Chicago Federal milk order yield figures this would have meant 
a reduction in the support price for milk used for butter and powder of 12.51 cents 
a hundredweight for milk of 3.5 percent butterfat. These figures are based on 
the following calculations : 


For the year 1953 (used in calculating 1954-55 and 1955-56 support 
prices) : 

Average United States manufacturing milk price $3.55 per hundredweight 
(3.95 test). 

Average price of butter (grade A in Chicago) 65.9 cents a pound. 

Average price of spray and roller nonfat dry milk solids 15.2 cents per 
pound. 


Therefore, the price per pound of butter was 18.56 percent of the price of 
manufacturing milk and the price of powder per pound 4.28 percent of the price 
of manufacturing milk. The price per pound of Cheddar cheese was 10.48 
percent of the price of manufacturing milk in 1953 and since this was raised to 
10.50 percent in computing the Cheddar cheese support price, the above per- 
centages for butter and powder should also be increased in the same proportion. 
This would then give a figure of 18.60 percent for butter and 4.29 percent for 
nonfat solids. Multiplying these percentages times the United States support 
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price for manufacturing milk would give the following support prices for 
butter and powder : 


Support price for manufacturing milk. $3.15 per hundredweight 
X18.60 percent 


58.59 cents per pound for butter 


$3.15 per hundredweight 
X4.29 percent 


13.51 cents per pound for powder 


Since the support price calculated by the Department was 5714 cents per pound 
for butter and 15.6 cents per pound for powder, calculating the butter-powder 
support price in the manner cheese support prices are calculated would have 
meant a support price of 1.09 cents per pound higher on butter and 2.09 cents 
lower on powder. Using yield figures listed in the Chicago Federal milk order 
(4.24 pounds of butter and 8.2 pounds of nonfat dry milk solids per 100 pounds 
of milk testing 3.5 percent butterfat) would mean that the higher butter support 
would raise the support price on manufacturing milk by 4.62 cents a hundred- 
weight, but lower support on powder would decrease by 17.13 cents per hundred- 
weight or a net reduction of 12.51 cents per hundredweight, making it easier for 
cheese factories to Compete. 


Cheddar cheese 


On the other hand, if the cheese price were calculated the way the butter- 
powder price is currently calculated, the support prices on Cheddar cheese would 
have been increased by over three-fourths of a cent per pound, or 7% cents per 
hundredweight for milk testing 3.5 percent butterfat. There is, of course, some 
difficulty in calculating a cheese support price by using yields and marketing and 
processing margins because of the fact that no national price averages for whey 
and whey cream are quoted. The whey cream price can, however, be approxi- 
mated multiplying the whey cream yield times the price of 92-score butter at 
Chicago. The whey price is, of course, fairly low at the present time and its 
complete elimination would have little effect on the calculation of the support 
price. In this analysis a figure for whey which represents 85 percent of the 
average whey price obtained by factories in Wisconsin between 1949 and 1953 is 
used. This was 3.8 cents a hundredweight. The calculation below indicates the 
support. price on Cheddar cheese for the 1954-55, 1955-56 marketing years which 
would have resulted from the use of the procedure currently used to compute 
butter and powder support prices. 


87.2¢ average 1953 price per pound of Wisconsin State Brand cheddar 
cheese assembled carlots f. o. b. Wisconsin assembly points 
X 10.8# cheddar cheese yield per 100 pounds of 3.95% milk 


$ 4.018 wholesale value of cheese 
$ .659 average 1953 price of Grade A butter at Chicago 
x .818# fat in whey cream in 100# 3.95% milk 
$ .210 wholesale value of fat in whey cream 
$ .038 85% an, average whey price in Wisconsin 1949-53 
.018 


+ ,210 
+ .088 
$4.266 gross wholesale value of milk used for cheddar cheese 
— $3.540 average 1953 U. S. American cheese factory pay price 
for milk of 3.95% butterfat test 
$ .726 processing and marketing margin on cheddar cheese 
+  .020 increase in butter powder margin by USDA 


.746 processing and marketing margin to be used in com- 
puting cheddar cheese support price 
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$ 3.150 1954-55 and 1955-56 support price on manufacturing milk 1954- 
55 and 1955-56 marketing years 
4 -746 Processing and marketing margin 


$ 3.896 Gross wholesale value of milk used for cheddar cheese with 1954— 
55 and 1955-56 support price. 
$ .575 1954-55 and 1955-56 support price per pound Grade A butter 
.318# fat in whey in 100 pounds of 3.95% milk 


-183 wholesale value of fat in whey cream 
-088 wholesale value of whey 


$ .221 wholesale value of fat in whey cream and whey 
$ 3.896 
- .221 


$ 3.675 Gross wholesale value of cheese to be made from 100# 3.95% 
milk in 1954-55, and 1955-56 marketing years. 
$ 3.675 + 10.8# cheddar cheese in 100# 3.95% milk=34.02¢ 
84.02¢ per pound support price on cheddar cheese 
33.25¢ per pound present support price on cheddar cheese 


-77¢ higher support price per pound if cheddar cheese sup- 
port calculated in manner similar to calculation for 
butter-powder supports 


Powder 


As will be recalled processing and marketing margin on butter and powder 
are obtained by subtracting the gross wholesale value of the butter and powder 
in 100 pounds of milk from the United States price paid farmers for manufac- 
turing milk. There is some question as to why the marketing margins on 
butter-powder are not calculated by subtracting the gross wholesale value of 
butter-powder from the United States price paid farmers by creameries rather 
than from the price paid by all manufacturing plants. It would appear that this 
would be a far more meaningful calculation. If this procedure had been followed 
in computing the support price for butter and powder in the 1954-55 and 1955-56 
marketing years the weighted supports per pound of spray and roller nonfat dry 
milk solids would have been 14.37 cents per pound rather than the 15.60 cents 
currently applicable. This would have meant a reduction of 1.23 cents per 
pound of powder or around 10 cents per hundredweight of 3.5 percent milk sold 
to butter-powder plants and would, of course, made it that much less difficult 
on cheese plants to compete for milk. The calculation demonstrating this 
ollows: 

1953 United States creamery pay price to farmers $3.65 per hundredweight 
(3.95 percent milk)° 

1953 gross wholesale value of butter-powder in 100 pounds of 3.95 percent 
milk—$4.40' 


The difference between $4.40 and $3.65 is 75 cents. Since the margin was 
increased by 2 cents under the USDA calculation this is also done here. This 
gives a margin of 77 cents. Adding this margin of, 77 cents to the support price 
of $3.15, results in a gross marketing value for butter and powder of $3.92 for 
the 1954-55 and 1955-56 marketing years. The product of 4.82 times the support 
price on butter, (5714 cents per pound) is $2.77. Subtracting this from the 
$3.92 leaves a figure of $1.15 to be obtained from 8 pounds of nonfat dry milk 
solids. Dividing the $1.15 by 8 (yield figure used by USDA) results in a support 
price of 14.37 cents per pound of roller and spray nonfat dry milk solids as 
contrasted to the present supports of 15.60 cents—a difference of 1.23 cents per 
pound or around 10 cents per hundredweight of milk. 

It must be conceded that the creamery pay price has not always been higher 
than the manufacturing milk price in years past. If the creamery price is 
lower than the manufacturing price, then the above procedure would result in a 
higher support price of powder. Average prices paid by creameries and for 


*The average creamery pay price for milk of 3.85 percent butterfat test was $3.56 per 
bender The adjustment to a price for 3.95 percent milk was made on a straight 
utterfa sis. 
7The sum of 4.82 times the price of United States grade A butter at Chicago and 8 times 
the United States average price of spray and roller of nonfat dry milk solids. These are 
the yield figures used by the USDA for 3.95 percent milk. 
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manufacturing milk of 3.95 percent butterfat test in this country during the last 
6 years are listed below: 


United States 
manufacturing 
milk price 
(3.95 -percent 


United States 
creamery pay 
price for milk 
0f3.95 percent 


butterfat 
butterfat test test) 














1 Conversion to price for 3.95 percent test made on straight butterfat basis. Prices and test obtained 
from Milk Production on Farms and Statistics of Dairy Plant Products, and Milk Prices Paid by Cream- 
= — Cheese Factories. Both are U. S. Department of Agriculture Agricultural Marketing Service 

- The creamery pay price has been as high or higher than the manufacturing 
milk price during 4 of the past 6 years. Furthermore it has been higher in those 
years in which heavy support operations have been carried on. These are the 
years, of course, in which the support price for powder is of special significance. 
Hence computing the margin in the manner described above rather than the man- 
ner currently used would normally have reduced the support price on powder. 
This would, of course, have had an effect on the competitive relationship of 
butter-powder plants to cheddar cheese plants. Regardless of the effect of the 
price of powder, however, it would appear more logical to compute the margin 
on butter powder by subtracting its gross wholesale value from the creamery pay 
price rather than from the manufacturing pay price. 


6. Summary and Conclusions Relative to Support Program 


Because support prices on butter powder are calculated differently than for 
cheddar cheese, and because this difference in methods of calculation increases 
the support prices for butter powder relative to cheddar cheese, it is the opinion 
of the committee that some revision in the procedure for calculating support 
prices should be made. Since American cheese factories in the State are present- 
ly disadvantaged relative to butter-powder plants, and since an increase in the 
support price on cheddar cheese of over three-fourths cent per pound would 
result from calculating the support on cheddar cheese in the same way as the 
support on butter powder is now calculated, it is recommended that this proce- 
dure be followed. The fact that whey and whey cream prices are needed, and 
that price quotations for these products are not currently available is not a 
serious problem. Whey cream prices can be approximated in the manner de- 
scribed earlier, and whey prices could, if necessary, be gotten by special surveys. 

A related question deals with the effect of the support program on the whey 
industry. The prices received by factories for whey have an important effect on 
the prices paid to farmers for milk. Earlier data indicated that the prices paid 
by cheese factories for whey dropped from 8 cents per hundredweight in 1952 to 1 
cent per hundredweight in 1954. Testimony at public hearings held by the com- 
mittee placed much of the blame for this price decline on the Government. Testi- 
mony indicated that because the USDA in 1954 sold 585 million pounds of nonfat 
dry milk powder support stocks for animal feed at 314 cents per pound, the whey 
industry had been taken out of the animal feed market for 6 months and is now 
having great difficulty in regaining their markets. It is the feeling of the com- 
mittee that insofar as activities by the Government have reduced the prices of 
whey, remedial action by the USDA for whey isin order. This position is taken 
because whey prices affect farmers’ milk prices. We are not interested in 
subsidizing a particular industry, but on the other hand, if the Government 
through its disposal program for nonfat dry milk solids, has reduced the whey 
prices without increasing the cheese support prices, it has injured the competi- 
tive position of the American cheese industry in Wisconsin, and in turn reduced 
the milk prices of farmers selling milk to these factories. 

An alternative would be to take changes in whey prices into consideration in 
computing cheese support prices. This is not done under the present method of 
ealculation. As a result decreases in whey prices are not offset by increases in 
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cheese support prices, and the net result is that American cheese factories are in 
a disadvantaged competitive position. The committee strongly recommends 
that the USDA take into consideration changes in whey prices in the calculation 
of cheese support prices. 


7. Butter 


The Wisconsin farmers’ share of the consumers’ butter dollar 

As in the case of fluid milk and cheese, the Wisconsin farmers’ share of the 
consumers’ butter dollar has dropped off substantially in the last 4 years. See 
table 7 below : 


TaBLE 7.—The percent of the United States, New York, Chicago, and Minneapolis 
consumers’ butter dollar going to Wisconsin farmers in 1951-54 * 


[Percent] 


United New | a: Minne- 
States | York | Chicago apolis 





63 65 64 

ee 60 62 63 

BOE SSS oe ann nnn = ose -- 56 55 57 58 
Decreases between 1951 and 1954__._.......-.-.--...--. 8 | 8 7 


! The price per pound for butter to the Wisconsin farmer was calculated by subtracting from the 92 score 
butter price at Chicago the average gross margi: for creameries in the State of Wiscensin. This average 
gross margin includes the operating expenses and the net profit before income taxes. This gross margin 
figure was obtained from income-tax returns of 17 creameries scattered throughout the State of Wisconsin 
Retail prices for butter in the various cities and in the United States were obtained from BLS publication, 
Retail Food Prices for Cities. : 


Thus the Wisconsin farmers’ share of the United States consumers’ butter dol- 
lar declined by 8 percentage points since 1951, The 3 markets listed individually 
also had an average decline of 8 percent. There was little difference in the 
percentage of the consumers’ dollar going to the farmer in New York, Chicago, 
and Minneapolis. 


Changes in Wisconsin farm and retail butter prices compared 


The fact that the farmers’ share of the consumers’ butter dollar has been 
dropping does not necessarily mean that retail prices have not come down with 
farm prices. What is the situation here? Have farm price declines been accom- 
panied by retail price declines or have retail prices increased at the same time 
that the farm price for butter has been decreasing? The changes in cents per 
pound between 1951 and 1954 are as follows: 

Cents per pound 
United States retail —9. 5 
New York retail . 3.9 
Chicago retail 6 
Minneapolis retail_ 9.8 
Wisconsin farm 5 


The decline in retail butter prices has not been as great as Wisconsin farm prices 
either in cents per pound or in percentage terms. Wisconsin farm prices for 
butter have dropped about 2 cents more per pound, and by about 11 more percen- 
tage points than have United States retail prices. Since retail prices have not 
dropped as far as farm prices, marketing margins for butter have, of course, 
increased, This is dealt with in the following section. 


Changes in Wisconsin farm and marketing margins for butter compared 
The change between 1951 and 1954 in total marketing margins for butter manu- 
factured in Wisconsin and sold on the United States market, and in individual 
markets is listed below: 
Cents per pound 
United States butter marketing margin . 99 
New York butter marketing margin . 59 
Chicago butter marketing margin 
Minneapolis butter marketing margin 
Wisconsin farm price 
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Wisconsin farmers are therefore faced with a situation where marketing 
margins are increasing at a time when farm prices are decreasing. In 1954 for 
instance, when farm prices for butter dropped almost 7.5 cents a pound, the mar- 
keting margins in the country increased by 0.9 cents and in the 3 individual 
markets by an average of 1.19 cents per pound. The net result is that the 
full effect of the drop in farm price decreases has not been passed on to the con- 
sumers and consumption has therefore not been encouraged in the manner in 
which it would if this had taken place. Reasons for increased margins at the 
butter manufacturing level in Wisconsin are indicated in the following section. 


The Wisconsin butter manufacturer 


Gross margins to butter manufacturers in this State have increased by almost 
30 percent.in the past 4 years. This increase in gross margins has of course been 
reflected in the total marketing margin. What is the reason for this increase in 
gross margins to Wisconsin creameries? To deal with this question, the income 
tax records of 17 Wisconsin butter manufacturers for the period 1951-54 were 
analyzed. The gross margin, operating expenses and net profits before income 
taxes in cents per pound of sales for these 17 firms are listed below: 








[Cents per dollar of sales] 
Net profit 
Gross oO ti 
margin ! expenses ! —— : ae 
L .ncosidccucccenmasrenemaebaductnesessenbsbaanschiereaseucune 25. 33 23. 16 2.17 
1982 ntainchuuddcibatevishebenrsetentiabtosnddonsocdseonbesesnne 25. 78 24. 11 1. 67 
Wid iiedbincwcutaivibbbicinnrabindentbndebédsacmbeddbabtansous 27. 24 25. 22 2.02 
1ODG inci sscstincicnecccsdsddcdstecaecdsdntsowseccnstbheueusdeont 32. 13 28. 89 3. 24 
27. 62 25. 34 2. 28 





1 Figures for individual firms are weighted in accordance with their sales volume in computing the 
averages for the 17 firms. 


As in the case of fluid milk and cheese, net profits in cents per dollar of sales 
are relatively low for butter plants. Bxamination of individual plant data indi- 
cates that 6 of the 17 plants reported net losses in particular years during the 
4-year period. The largest net profit for any firm during any particular year was 
4.36 cents per dollar of sales and the largest loss was 3.69 cents per dollar of 
sales. It would appear, therefore, that the butter manufacturing plants in 
the State of Wisconsin are not exacting exorbitant profits. 

On the other hand, there has been some increase in net profits to butter manu- 
facturers during the last 4 years. The average change in gross margins, operat- 
ing expenses, and net profits are indicated below: 


[Change in cents per dollar of sales] 





Net profits 


Gross Operating |pefore income 

margins expenses taxes 
I on ni seleoiionaitinssccheerdimininde Ramedaanelendiebiinsewdeull +8. 045 +. 95 —0. 50 
DO ig aise ik ale ep icin ile ehn cain hil Sedaka alte dipipmeiatlatl +1. 46 +1.11 +. 35 
ec aeditcsar sat enti iodides aated ain a ict didi ndeinnineaietediaanal +4. 89 +3. 67 +1.22 
CRT CI I cs tttincmesaocnincndvnlnetinestoes +6. 80 +5. 73 +1.07 





The increase in gross margins per dollar of sales for butter manufacturers 
between 1951 and 1954 was 6.80 cents per dollar of sales; 84 percent of this 
(5.73 cents per dollar of sales) was because of increased operating expenses. 
The other 16 percent was attributable to increased net profits. Some of the 
increased marketing margin is therefore apparently attributable to increased 
net profits to Wisconsin butter manufacturers. Since the average net profit 
before income taxes in the 1951-54 period averaged only 2.28 cents per dollar 
of sales, the opportunity for substantially decreasing the marketing margin by 
reducing the profit level to Wisconsin creameries appears to have some limita- 
tions. Substantial decreases in operating margins at the creamery level will 
probably depend upon such things as expanded volume, increased percentage 
of capacity utilized, technological progress, and increased plant efficiency. 
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3 MONOPOLISTIC AND ILLEGAL OR UNFAIR TRADE PRACTICES IN THE Datry INDUSTRY 


The existence of Federal marketing orders in the milk industry is funda- 
mentally a reflection of the disparity in bargaining power between the individual 
farmer and the large corporate processors and distributors of dairy products. 
That disparity decreases as the size of the market decreases, particularly in 
those markets which are still characterized by the existence of local and inde- 
pendent dairies. A similar contrast exists between the local and independent 
dairy and the chain or national dairy in markets which are shared by these 
two types of processors and distributors. 

There has been a marked and notable tendency toward the concentration of 
the processing-and-distribution of dairy products in the hands of fewer and 
larger organizations. The greater economic strength of the larger organizations 
is one of the factors causing that trend. To the extent that the economic 
strength of the major processor or distributors is abused it can be used to the 
disadvantage of the farmer-producers, the consumers, or their smaller competi- 
tors. It is in such cases that the antitrust laws and the prohibition of unfair 
trade practices apply and the enforcement machinery of the Antitrust Division 
of the Attorney General’s Office comes into operation. An analysis of the types 
of cases and proceedings brought by the Attorney General shows what the 
enforcement of the laws in this field can accomplish and also their limitations. 

Price fixing by agreement among competitors is one of the most aggravated 
violations of the antitrust laws. By raising prices to consumers it not only 
injures consumers but tends to reduce consumption, thus adversely affecting 
producers as well. By removing or limiting competition at the processor and 
distributor level it removes a stimulant to ever increasing efficiency and economy 
of operation, The Attorney General prosecuted 10 Milwaukee dairies for price 
fixing, secured an injunction against them, and caused forfeitures to be levied for 
the violations of the law. This action is believed to have been an important factor 
in holding Milwaukee milk prices in line. 

Collusive bidding is another clear violation of the antitrust laws. Six Racine 
dairies were prosecuted by the Attorney General, convicted of secretly agreeing 
on bids to be submitted to the school board for the school-milk program, and were 
assessed forfeitures and restrained from further collusion. Records showed 
that the price of school milk increased nearly 50 percent during a period when 
the prices to farmers were dropping. Despite the conviction, however, price com- 
petition did not return to the market and the school-milk program was dropped 
because of the increased cost. 

A labor union and a group of Manitowoc dairies were successfully prosecuted 
for agreeing in an overall drivers’ contract to conditions that were designed to 
force the price of store milk up to the home delivery price with the evident 
purpose of providing or preserving more jobs for deliverymen. This was another 
example of a restraint that hampers the free flow of commerce which is the 
basis of our system of free enterprise. 

The most common type of unfair trade practice or unfair competition in the 
dairy industry consists of the granting of secret rebates or the allowance of 
secret discounts. In a proceeding prosecuted by the attorney general, the State 
department of agriculture ordered 6 Madison dairies to cease and desist from 
the giving and 4 grocery chains to cease and desist from the soliciting or re- 
ceiving of secret rebates or discounts of 7 percent on dairy products. The facts 
in that case showed that the dairies involved were discriminating against inde- 
pendent grocers in favor of chains even though large independent stores were 
in some instances selling more milk in one store than some chains would sell 
in the entire chain (in Madison). Since the chains and independents generally 
sold milk to the consumers at the same price the net result was that the chain 
store was able to take a larger margin, a larger percentage of the consumer’s 
dollar, and still meet competition. 

Related to this is the practice of making secret and special payments to secure 
an account away from a competitor, which practice (called stop buying) has 
not yet been proven to exist in this State but which has been suspected in a 
number of instances. In Chicago secret discounts of up to 11 percent and secret 
payments to secure an account of up to $50,000 have been proven in cases brought 
by the Federal Government. In one case in Chicago involving stop buying, the 
attorney general of Wisconsin sought leave of court at the closing of the "case 
to file a brief as a friend of the court to point out how such practices tend to 
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increase the spread between farm and consumer prices. However, the case 
was reopened for further testimony and the request was consequently denied 
but is subject to renewal when the taking of testimony is finally closed. It is 
the intention of the attorney general to follow this case. 

The office of the attorney general has maintained a close working arrange- 
ment with the United States Department of Justice and also with the Federal 
Trade Commission. Whenever restraints of trade or monopolistic practices 
which affect interstate commerce come to the attention of this office they are 
referred to either the Antitrust Division of the Department of Justice or to the 
Antimonopoly Bureau of the Federal Trade Commission together with an offer 
of cooperation and all of the evidence at the disposal of the State. 

In some instances the State can by direct action and without going through 
the Federal agencies secure removal of interstate barriers to commerce. For 
example, a restriction on the movement of Wisconsin cheese into the State of 
Tennessee was removed through the efforts of the attorney general. This office 
is ready and anxious to use the influence of this State for the protection of 
Wisconsin producers, and will act promptly and vigorously wherever facts may 
be obtained to justify such action. 

In an effort to protect Wisconsin producers against restraints, discriminatory 
laws or ordinances, and other barriers to the free flow of dairy products, the 
attorney general has asked any producer or shipper of Wisconsin dairy products 
who has been discriminated against to come forward with the facts so the 
attorney general, representing the State, may prosecute to eliminate barriers or 
restraints of trade. So far, no factual situation has been brought to the atten- 
tion of this office which would make possible such action by the attorney general. 

It is not possible to discuss current complaints in the dairy industry received 
by the office of the attorney general further than to say that it has been and will 
continue to be the policy of the present attorney general to investigate such 
complaints fully and to prosecute vigorously where the facts warrant. Vigorous 
enforcement can usually make the competition fair, and fair and open competition 
can usually protect society from the evils of monopoly. Where it is found that 
they cannot, special legislation may be necessary, but this committee is not yet 
ready to make any recommendations in that field. A further study of the prob- 
lems discussed in other parts of this report should precede any such recommenda- 
tions. 


C. Mirx BARRIERS 


Pricing provisions of Federal orders 


At the outset it should be emphasized that, by and large, Federal milk orders 
appear justified from the viewpoint of farmers, dealers, and the general public. 
By establishing and maintaining minimum pay prices to farmers, the orders 
keep farmers from having to bear the principal impact of dealer price 
wars. Dealers who oppose the orders at the time they are _ initiated 
often come to support them later because of what they do in orderly marketing. 
In some markets it can be argued that farmers have furnished more milk than 
they would have supplied at the same price without an order, because of the 
relative security of prices and outlets. 

This committee favors the principle of Federal orders, but urges continuous 
reappraisal of their provisions. 

Several provisions of Federal orders have something of a restrictive effect 
on movement of Wisconsin milk to deficit markets, and therefore affect the price 
of such milk. One of these provisions now receiving much public attention is 
the so-called compensatory payments type of provision. 


Compensatory payments increase prices to receivers 


About 38 of the 52 Federal order markets have compensatory features of some 
kind. (In seven of these markets the feature applies only to the pricing of pack- 
aged milk coming into the market from the outside.) These features take the 
form of requiring that the receiving dealer (@) pay his local producer pool a 
direct premium on milk imported from other sources, or (0) allocate his outside 
purchases in such way as to drive up what he owes the local producer pool. 
Both features are in some orders. To illustrate the effect of these provisions 
on the price which handlers in some receiving markets must pay for grade A 
milk from Wisconsin sources, the following tables have been prepared. 
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TABLE 1.—Compensatory payments per hundredweight required to be paid on 
bulk other source milk allocated to class I, containing 3.5 percent butterfat, 
from unregulated sources, and from sources regulated by another Federal 
milk marketing order, specified markets, June and November 1954; and esti- 
mated cost of transporting a hundredweight of milk from the points in zone 19 
of Chicago milkshed to specified markets 


Compensa- 
tory pay- 
ment re- 
quired to 


Compensa- | 
tory pay- Estimated 
ne ment re- cost per 
a> aes om quired to hundred- 

other source Page a 
milk allo- 9 paid on weight of 
bulk other | transporting 
source milk | milk from 
allocated to | zone 19 to 
class I from | _ specified 
unregulated market 
sources 


Marketing area and month cotati 


class I from 
a handler 
regulated 
by another | 
Federal 
order 





Boston, Mass.: 
June - 
November-...-- 
San Antonio, Tex.: 
June * 
November- --_- 
Louisville, Ky.: 
June. ee oy bade) . 758 
November _. pcan . | . 238 
Kansas City, Mo.: 
PUR tik Spdae we ‘ as es at . 894 
OS | . 381 
St. Louis, Mo.: 
June_- Ssf935. eS SS ‘ pips uy 0 21 
November. __-- io a lL weea Se wane teases 4k tees 0 ll 
New York, N. Y.: | 
June. gusces Lek Ree fee ere a 1. 488 | 1. 577 | 
PR vice acidektinnns somnnndeeseteadans ae iio 1. 973 | 2. 426 | 





1 Estimated transportation cost to Abilene, Tex. 


Table 1 sets forth, for each of the six markets, the compensatory payments, 
if any, required to be paid into the pool by the receiving handler on milk from 
unregulated sources and from sources regulated under Federal Order 41.° This 
table also shows estimated truck transportation costs from zone 19 of the 
Chicago milkshed to each of the 8 markets for loads ranging from 30,000 to 
32,000 pounds, Rail freight in 7,500-gallon tank cars is usually a few cents less. 

Table 2 sets forth the hypothetical cost of supplies of milk from Wisconsin 
sources in zone 19 to a receiving handler in each of the 6 markets during June 
and November 1954. With respect to milk from unregulated Wisconsin sources 
in zone 19, 3 alternative calculations have been set up; one assuming that grade 
A supplies are available at Chicago class I price at zone 19, the second that they 
are available at the Chicago blend price at zone 19, and the third that supplies 
are available at the Midwest condensery price. The calculation of cost from un- 
regulated sources is based on the Chicago class I price at zone 19. To these 
prices have been added the compensatory payments, if any, required to be paid 
by the receiving handler, estimated transportation costs, and an estimated plant 
handling charge of 50 cents per hundredweight. In most receiving markets the 
plant handling charge would not be incurred by the dealer because most milk 
is received directly from local producers. According to the Dairy Division, 
New York, Boston, and St. Louis are the only markets where substantial quanti- 
ties of “country station” milk is received, besides Chicago. In those markets the 
handling charge is usually incurred by the dealer. 

The effect of the allocation provisions in the orders upon the price a receiving 
handler pays for other source milk is not shown in these tables, because of the 
variable effect of these provisions. When, because of the allocation provisions, 


® The calculations in the first three tables were prepared by the Dairy Division, Agri- 
cultural Marketing Service, U. S. Department of Agriculture at the request of this com- 
mittee and transmitted under letter to Hugh L. Cook, dated May 18, 1955. 
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Taste 2.—Calculated cost per hundredweight to receiving handlers of other 
source milk containing 3.5 percent butterfat, allocated to class I, and which is 
obtained from unregulated and from regulated sources in zone 19 of the 
Chicago milkshed, specified Federal order markets, June and November 1954, 
under alternative assumptions * 


Other source milk from unregulated 
sources in zone 19, if supplies are avail- Other source 


able at— milk from 
Marketing area and month | regulated 


Chicago Chicago Midwest sources, 
ast. blend condensery zone 19 
zone 19 zone 19 pay price 


¥ gs 
NO PR or oo op w% 
SE 25 5 52 £8 8S 
seVor Poo Fo» ee of 
an — 
SB §# 82 33 
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3 
5 82 
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1 With respect to milk from unregulated sources, it is assumed that grade A supplies are available at: (1) 
the Chicago class I price at zone 19, (2) the Chicago blend price at zone 19, (3) the Midwest condensery pay 
price. Milk from regulated sources in zone 19 is assumed to be available at the Chicago class I price at zone 
19. To such prices the following additional costs have been added: compensatory payments, if any, esti- 
mated transportation charges, and_a plant handling charge of 50 cents. 


other source milk is allocated to class II the cost effects of this procedure are 
the same as applying compensatory payments to milk assigned to class I at a 
rate computed as the f. o. b. difference between the class I price and class II 
price. The use of compensatory payments is an adjunct or extension of the 
allocation provisions. Usually other source milk is allocated first to class II. 
Then, if there is remaining other source milk it is allocated to class I and if 
compensatory payments are applicable, they are then applied only to that milk 
which is allocated to class I. In the absence of compensatory payments on milk 
allocated to class I, the cost effect of the allocation provisions alone would be 
variable, depending upon the proportion of other source milk allocated to class II 
and the proportion allocated to class I at the receiving handler’s plant. 

These compensatory payments remove any possibility of milk being brought 
into a market at less than the local class I price. They remove one check within 
a competitive economy on prices becoming too high. Whatever the level of 
prices no milk can come in from other sources for less. 

Such features are not intended “to sweeten the pot” for nearby producers, 
nor are they intended to limit or restrict the market area. Instead they are 
intended to preserve the classified pricing system.’ The proponents ask: How 
can you preserve a system of pricing milk according to its use if dealers can buy 
milk for the highest use (for bottling) for less than the highest class price that 
has been agreed on for the market? How can you protect farmers and other 
dealers from deliberate dumping of milk into the market at ruinous prices? 
They say that some dealers may cut local retail prices as a result of securing a 
cheap outside supply, thus competing unfairly with other dealers. In almost 
every market where the (so-called) compensatory payments feature have been 
adopted, illustrations of these practices can be cited. So the compensatory 
payments feature apparently grew out of a real problem. 

There is no ready answer to the dilemma of how to price outside purchases so 
as to preserve the classified pricing system and also to secure rapid transfer of 


®See particularly: Handling of Milk in the New York Metropolitan Milk Marketin 
Area, PMA docket AO-71-A-24, also Recommended Decision, etc., in the Puget Soun 
Washington, Marketing Area, docket OA—226—A3. 
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milk between low-cost and high-cost markets. Until a workable one can be found 
it may be necessary to price outside milk for class I use at levels as high as 
milk from local producers. But care should be taken to assure that the orders 
do not price outside milk higher than local milk. Many of the orders contain 
features which require payments into the pool that result in prices higher than 
local milk, and from types of plants and at times of the year when dumping is 
unlikely. Perhaps the milk from handlers in a federally regulated market (one 
under another order) should be exempted. Perhaps these features should not 
apply during market shortages, and indeed it is doubtful if there is sufficient 
need for them during the fall and winter months. It is doubtful if they should 
apply on any shipments when the delivered price (including freight and other 
charges) is as great as the local class I price. 

Table 3 shows for June and November 1954, the relationship between the class 
I prices in each of the 6 markets specified, and the Chicago class I price as set 
forth in Federal Order 41 adjusted for location to zone 19, plus estimated trans- 
portation from zone 19 to the specified markets. A 50-cent plant handling charge 
has been added to the Chicago class I price and to the New York, Boston, and 
St. Louis class I prices. This table indicates the extent to which supplies of 
milk from Wisconsin sources might be obtained at a price lower than milk from 
local sources, assuming the existence of no other provisions which affected the 
cost of supplies not directly priced under the orders. 

From table 3 it is apparent that without any compensatory pricing provisions 
Wisconsin shippers could not compete during the 2 month of June and November 
1954 in the markets shown unless they would accept less than the usual han- 
dling charge and in some instances substantially less than class I prices. 


TaBLeE 3.—Difference between class I price in specified Federal order markets 
and the Chicago class I price, adjusted to zone 19, plus estimated transporta- 
tion to specified markets, June and November 1954 * 
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1 All prices have been adjusted to a 3.5-percent butterfat basis. 
2 Includes 50-cent plant handling charge. 
3 Transportation cost used was estimated cost of transportation to Abilene, Tex. 


Clearly some technique should be worked out whereby Wisconsin shippers 
could assume some responsibility for furnishing supplemental supplies to several 
markets without being bound (perhaps to the disadvantage of both the market 
and the Wisconsin shipping plant) to the pool of any particular one. If such a 
technique were worked out (a sort of intermarket pool) there is reason to believe 
that Wisconsin plants could afford to sell for less, and compensatory payments 
aw as antidumping devices would be unnecessary, at least for Wisconsin 
plants. 

The time for preparing this committee report did not permit extending this 
analysis to cream marketing to which in some instances the compensatory pay- 
ment features likewise apply where the cream is received by a Federal order 
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handler. In shipping cream to the East, Wisconsin shippers should have a 
greater competitive advantage than in shipping fluid milk. However, aside 
from freight differences the same features that tend to restrict milk shipments 
likewise tend to restrict cream shipments. 

Though table 8 above showed that Wisconsin class I milk delivered would be 
higher priced than local milk during 2 months chosen to illustrate compensatory 
payments, there are occasional times and places where Wisconsin milk would 
compete, other things being equal. Table 4 shows that during the 28 months 
ending in April 1955, Wisconsin milk could have competed during some months 
(if there had been no compensatory payments features, etc., in Federal orders, 
no restrictive features in State orders, and no restrictive health ordinances) 
in 6 of the 8 markets shown. This table was calculated on a somewhat different 
basis from table 3 in that rail freight was used in table 4 and no handling charge 
was added to Shawano prices. However, handling charges may be ignored for 
Boston, New York, and St. Louis, since the dealer would have to pay that on local 
milk. For all markets only the times when the specified market was higher by 
at least the amount of the handling charge is shown. 


TABLE 4.—Number of months during 28-month period that Chicago class I price 
at Shawano plus rail freight was less than milk price in selected markets by 
indicated amounts, January 19538—A pril 1955 


Shawano plus freight was 
under local market by: 
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The two highest markets in this group are not federally controlled but State 
controlled: Atlanta, Ga., and Jacksonville, Fla. Research studies suggest that 
milk prices under State milk control tend to be higher than they would be without 
control. This may be taken to mean that milk from other areas cannot enter 
freely and that uneconomical production is encouraged. 


Levels of class I prices in eastern and southern markets © 


Another feature of Federal orders that has been open to criticism by Wisconsin 
interests has been the class I price levels in receiving markets. 

It may be argued that class I prices are too high in eastern and southern 
Federal order markets. If these prices are too high (a) they could bring forth 
more milk production than the market needs, and (0) the reflection of these 
producer prices at the consumer level could reduce consumption, thereby throw- 
ing more market receipts into surplus. This surplus when manufactured into 
butter, powder, and cheese comes into competition with Wisconsin manufactured 
dairy products. In other words, if this charge is true the eastern and southern 
consumer would be subsidizing uneconomical production of manufactured 
products. 

There are two different types of class I price formulas in effect in Federal 
order markets. For one the value of milk for manufacturing purposes is used as 
a mover for the class I price. For the other type various economic factors are 
used as movers which may not be directly related to the value of milk for manu- 
facture, such as the general price level. 

After the end of World War II there were marked increases in the margin 
between class I prices and the value of milk for manufacture. This increase 
occurred in all types of markets, federally regulated, State regulated, and also in 
markets where there was no public agency regulating producer prices. The 


10 Much of the data in this section (bas not the evaluations) were taken from Report of 
the Federal Order Milk Study Committee on Its Review of the Federal Milk Marketing 
Order Program (mimeographed), October 1954. 
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higher levels of class I prices have resulted in an increased margin between 
blend prices and the price of milk for manufacture. 

The changes in the class I condensery price margin for the various groups of 
markets and all the markets, in dollars per hundred pounds of 3.5 milk, were as 
follows: 





Inerease 
Type of market B 947-53 | |———___——_- 


Actual | Percent 





83 | 101 
97 
155 


156 





! Boston, New York, Chicago, and New Orleans. 
? Providence, Rochester, Pittsburgh, Birmingham, Los Angeles, and Portland, Oreg. 
3 Washington, D. C., Des Moines, and Denver. 


These average margins for the selected Federal order markets for the two 
periods, in dollars per 100 pounds of milk, were as follows: 


| 1940-46 | 1947-53 Increase 





New York 

Chicago 
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Average (4) . 


The percentage increase in class I premiums between the two above groups 
of years was 120 in Boston, New York, and New Orleans combined, but only 26 
percent for Chicago. 

The most important objective in pricing class I milk is to have an adequate 
supply for the market. The changes in relationship between the use of milk for 
the fluid market requirements and of supply are of primary importance in ap- 
praising class I prices. The sbifts in the percentage of receipts utilized to 
supply market requirements is a sensitive measure which shows whether fluid 
requirements are rising or falling in relation to the supply. 

For the selected group of Federal order markets the fluid market use rose 
rapidly in relation to market supply during the early forties. In many markets 
the utilization percentage reached a peak in 1946, and shortages were wide- 
spread. From 1946 to 1953 the trend has been in the opposite direction ; supplies 
have increased in relation to market requirements, and the percentage of the 
supply so utilized declined rapidly. 

During the period 1947-53, for the selected group of Federal order markets 
there was no tendency for the class I premium over the condensery price to be 


TABLE 5.—Relationship between class I condensery price premium and percent- 
age utilization of the previous year—?7 selected markets, 1947-53 
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highest when the proportion of the supply utilized for fluid market requirements 
was the highest.“ Yet the purpose of a high class I premium is to increase 
production at times when the proportion of the supply utilized for fluid require- 
ments is high and the amount of necessary surplus is inadequate. 

The same lack of relationship was shown with each of three analyses of 
premium and utilization data. They were: (1) Relating the year of the premium 
with the same year of utilization; (2) relating the year of the premium with 
the previous year of utilization, as a test for the effectiveness of the market 
price-revision procedure; and (3) relating the premium with the following year 
of utilization, as a test of the farmers’ response to changes in premium levels.” 
With the latter there was a tendency for utilization percentages to fall the 
year after premiums were increased in Chicago, Cincinnati, and Cleveland. This 
is what was expected in that farmers might be expected to increase production 
in response to higher premiums of the previous year, thereby lowering the 
percentage utilization. However, with the other markets no such relationship 
was found. 

The above comparisons were made graphically. Data that were used are 
summarized in tables 5, 6, and 7. 

In some fluid markets it is generally considered that a surplus of 20 percent 
is necessary in order to adequately serve the market. This percentage of 
“necessary surplus” no doubt varies from market to market. One way of deter- 
mining whether or not a market has an excessive supply is to compare the 
percentage of surplus in the short season with the percentage of “necessary 
surplus.” When the actual surplus is in excess of the “necessary surplus” a 
market could be considered to have a burdensome or excessive surplus. Refer- 
ence to the above table shows that shortages, at least on an annual basis have 
not been a problem in recent years. 

In the Northeast, class I sales in the principal markets rose in relation to 
total milk production in the area from 1940 to 1946. Since then, production has 
risen in relation to the class I volume. In 1953 the class I sales were the 
lowest in relation to production since 1943, but higher than in the early forties 
(1940-42). With the increase in milk production in the Northeast in relation 
to class I sales, there has been a reduction in western cream receipts at eastern 
markets (table 6). 


Levels of surplus milk prices in eastern and southern markets 


Wisconsin interests have argued that surplus prices in some northeastern 
and southern markets are too low. There is no good way to measure this sta- 
tistically. It seems reasonable to expect that the price of surplus milk in markets 
that import manufactured products should average no less than the price of 
surplus milk used in manufacturing in the heavy surplus States plus the freight 


TaBLEe 6.—Relationship between class I condensery price premium and the per- 
centage utilization of the following year—?7 selected markets 1947-52 
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u There may have been some improvement in this relationship since 1953 at which time 
a supply-demand adjustment feature was written into several orders. However, there is 
room for doubt that this feature causes a sufficiently sharp ow adjustment. 


44 Analysis 2 and 8, determined graphically, and tables 


and 7 were made by this 
legislative committee. 





INVESTIGATION OF DAIRYING, 1955 79 


TABLE 7.—Relationship between class I condensery price premium and the per- 
centage utilization of the previous year—?7 selected markets, 1947-53 


: Premium of class I over 
Percent utilization condensery price 
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1 Figure is for 3 years of high utilization. 


TABLE 8.—Total receipts of cream at Boston, New York, and Philadelphia from 
northeast and midwest, 1930-53 * 


[1,000 40-quart cans of 40-percent cream] 
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1 Compiled from reports on the Agricultural Marketing Service. 
o 2 Includes 6 New England States, 3 Middle Atlantic States and Maryland, Delaware, and Virginia, and 


2 All States not included in Northeast. 


on the products from the surplus to the importing States. The following table 
shows that since the year 1950 the surplus price in selected markets (except for 
Boston where the situation is reversed) has been less each year than the price of 
milk used in butter and powder under the Chicago order, plus the freight on the 
hundredweight yield of butter and powder. This is evidence of dumping unless 
all the butter and powder in these markets is provided out of local supplies.” 

When this is true it becomes difficult for plants in the Chicago area to ship 
products to eastern markets in competition with products manufactured there. 
Hither Chicago plants or producers or both must take losses in selling to eastern 
civilian markets. 


%3 Conclusions that per be drawn from this of analysis might be modified by a 
detailed appraisal of facilities, seasonal availability of manufacturing milk supplies, and 
various other factors in these specific markets. 





INVESTIGATION OF DAIRYING, 1955 


TABLE 9.—Amount by which Chicago class IV pay prices plus freight on butter- 
powder from 100 pounds of milk ewceeds the surplus manufacturing price 
in selected markets, 1949-54 


{In cents per hundredweight] 
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! Boston was uniformly higher than Chicago class IV plus freight on butter-powder. This may be the 
reflection of cream values which are included in the Boston class IT. 

2 Last 9-month price. 

3 Philadelphia price not available, 


Sanitary laws and ordinances 


Wisconsin’s dairy industry has become more conscious and more critical of 
laws, regulations, and ordinances which operate as economic barriers to the free 
flow of milk and milk products from plant to market. Dairymen are conscious of 
a need for legislative examination into the necessity and reasonableness of the 
almost innumerable Federal, State, and municipal sanitary requirements directly 
affecting the costs of producing, processing, and distributing dairy products, and 
the prices paid by consumers. The industry is also concerned with the effect 
of so-called penalty clauses and other provisions in Federal milk markets orders 
which impose economic sanctions for out-of-market milk. Resentment has been 
particularly great in the midwest, where most of the milk produced must be 
marketed elsewhere in the form of fluid milk as well as manufactured dairy 
products. 

In 1954 this resentment crystallized in the form of two congressional bills 
(H. R. 8868 and H. R. 8795, 83d Cong.) introduced, repectively, by Mr. Andresen, 
of Minnesota and Mr. Laird of Wisconsin. The bills, which correspond, would 
amend the Agricultural Marketing Agreement Act of 1937 by providing for the 
issuance of Federal sanitation standards for milk shipped in interstate com- 
merce, and by declaring null and void any Federal, State, or local laws which 
“operate to prevent” sales of milk or milk products meeting the Federal stand- 
ards, and any Federal milk market order in jurisdictions where such laws are in 
effect. The bills would effect a sweeping change in governmental regulation of 
the milk industry, inasmuch as sanitary regulations have heretofore been dealt 
with almost exclusively by States and municipalities in the exercise of the police 
powers reserved by the tenth amendment of the Federal Constitution. 

At the present time two national committees * are examining the problems 
of interstate milk barriers. During the past 2 years a number of new publica- 
tions have dealt with the subject.” It is hoped that public disclosure of the 
serious economic effects, for both consumer and producer, of barriers existing in 
milk regulations and control laws will alert legislative bodies throughout the 
United States to a mutual recognition of the necessity for protecting the safey of 
our national milk supplies under reasonable and uniform laws enforced on a 
reciprocal basis. 

Within the United States a manmade pyramid of milk sanitary regulations, 
towers over the dairy industry. Villages, cities, counties, and States have all 
done their structural bit. The size of this edifice cannot be determined with 
any exactness for its measurements are ever variable and to a great extent 
determined by bureaucratic interpretation. But two things we are well aware 
of: it is formidable; it is largely well intended. And now this pyramid of 
public-health measures needs careful legislative examination everywhere. As 
stated in a 1953 research study of sanitary milk control: * “The public interest 
requires that the costs of producing and processing milk be kept as low as possi- 
ble, consistent with the maintenance of adequate safeguards of quality * * *. 
The problem of sanitary laws is to include only essentials as requirements, so 


14 House Agricultural Subcommittee, 84th Cong.; Secretary of Agriculture’s Committee 
on Interstate Barriers To Movement of Milk and Cream. 

15 See selected bibliogra ny at p. — of this report. 

18 Sanitary Milk Control Bulletin 250, National Research Council. 
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that.they may be rigidly enforced.” Legislative scrutiny should be conducted 
with this policy in mind. 


Out-of-State situation 


With Wisconsin producing about 10 percent of the Nation’s milk and milk 
products and selling approximately 85 percent of its productoin in out-of-State 
markets, the legislature is naturally concerned at the existence of trade barriers 
affecting our dairy industry. 

The adoption of the recommended milk ordinance and code of the United 
States Public Health Service by a large number of cities, along with some coun- 
ties and States, has greatly aided the marketing of milk and milk products 
under uniform requirements and reciprocal arrangements. As of March 1, 
1954, it had been adopted by 1,575 municipalities and 405 counties.“ Yet even 
this model code might well be critically examined to determine how closely 
related some of its detailed production and processing requirements are to the 
end quality of the milk. In this respect the report of the National Research 
Council “ contains a significant comment: “It may be true that unusually de- 
tailed requirements may simplify the inspection work of the health department 
and make it easier to assure milk of highest quality, but the important considera- 
tion is the value of the regulations in making it convenient and probable that the 
dairyman will produce milk of high sanitary quality.” (Italics added.) The 
report itemizes three essential features of sanitary milk production—healthy 
cows, clean utensils, and prompt cooling of milk. In respect to these three essen- 
tials this further comment is made: “Good production practices and essential 
facilities should be the goal, and most particulars of structure and design should 
be recommendations and not requirements of the sanitary laws. Such emphasis 
on the important factors of milk sanitation would maintain and improve the 
measurable quality attributes of milk while reducing the number of require- 
ments which tend to harass dairymen and to restrict the movement of milk 
between producing areas and new market areas.” (Italies added.) 

This committee has not attempted any detailed study of interstate trade 
barriers. The two Federal committees (note 1, p. 2) are in a much better 
position to obtain accurate information among the States. We do, however, 
want to cite in our report several typical examples of out-of-State health 
requirements which operate as economic barriers. 

One of the problems still facing the dairy industry involves the insistence by 
some health authorities on making duplicate farm and plant inspection. The 
ordinance of the city of Cleveland so provides and every year Wisconsin dairy 
plants selling products in the Cleveland market pay the costs of Cleveland in- 
spection, despite the fact that our own laws provide a thorough inspection pro- 
gram. The Wisconsin plants reported that they discontinued selling products in 
Cleveland because the amount of products marketed did not justify the cost of 
the inspections involved. The city of Philadelphia and the State of Florida also 
make inspections in this State. The laws of the State of Michigan” impose 
similar inspection requirements. 

An other type of economic barrier facing our dairy industry involves a myriad 
of licenses, registrations, or permits, accompanying fees, and in some instances 
the fulfillment of bonding requirements. An example of this is found in a 
Tennessee statute” which requires the registration and payment of a $10 fee 
for each brand of dairy product sold in the State. Nonresident processors must 
also file a $1,000 performance bond, conditioned upon meeting sanitary require- 
ments of the laws. 

While considerable progress has undoubtedly been made through the adoption 
of the uniform provisions of the milk ordinance and code of the United States 
Public Health Service, and the acceptance thereunder of milk and milk products 
on a reciprocal basis, more cooperative effort and understanding is needed on 
the part of industry, consumers, and legislative bodies. In this respect the 
National Grange in a recent report on milk barriers™ closed its discussion of 
misused santitary regulations with a warning: “That part of the industry in 
protected markets could be inviting something drastic, and damaging to all of 
agriculture, unless it works out the orderly steps it is willing to take toward 


170. §. Department of Agriculture Yearbook of 1954, p. 475. 

18 Sanitary Milk Control, publication 250. 

18 See secs. 12.614 (1), 12.789 (1), Michigan Statutes. 

™ Sec. 547.1 et seq., Tennessee Code (ch. 114, Public Acts of 1953). 
21 Barriers to Increased Consumption of Fluid Milk. 
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progressive change. Insistence on the status quo where it conflicts with rea- 
sonable opportunity for interstate commerce, is probably an untenable position.” 


Within the State 


The picture of sanitary restrictions within Wisconsin is probably not too 
different from that encountered throughout the United States. No detailed 
sanitary specifications are prescribed by statute; however, the regulations of 
the Department of Agriculture™” do apply the detailed requirements of the 
United States Public Health Service milk code to grade A milk and milk prod- 
ucts. At the State level dairy products moving into the State are accepted on 
a reciprocal basis. In respect to fluid-milk sales, out-of-State dairies are never- 
the less required to obtain a special permit * and pay a $5 fee for each vehicle 
used to distribute milk within the State. The wisdom and necessity of this 
requirement are doubtful. Wisconsin dairy plants have complained of licensing 
and fee requirements in their many markets outside the State. Without question 
the multitude of such requirements at State and municipal levels increases 
product cost to the detriment of both consumer and producer. The Wisconsin 
Legislature might well consider repeal of this licensing feature. 

Most of the sanitary regulation and inspection of fiuid-milk supplies sold in 
the State is by municipalities. Among our cities and villages it appears that 
considerable diversity in sanitary inspection and fee requirements exists. A 
1952 study of intrastate milk regulation conducted by the University of Wis- 
consin Law School*™ reports 168 cities and villages with milk ordinances in 
force. Of 98 ordinances examined it was found that only 32 municipalities had 
ordinances which substantially conformed to the uniform ordinance of the United 
States Public Health Service. We understand from the State board of health 
and department of agriculture that many more municipalities, including most 
of the larger cities, have now adopted this uniform milk code. 

Our committee has been advised that the university law school is continuing 
its study, particularly from the standpoint of administration, of municipal milk 
ordinances.” In this connection information received from local health offi- 
cers indicates that barriers still exist. Some cities such as Superior, Marshfield, 
Port Washington, and Baraboo, fail to recognize reciprocal inspection. Other 
cities, such as Milwaukee, Madison, La Crosse, Kenosha, Beaver Dam, Waupun, 
and Ripon, make additional periodic “spot check” inspections. 

It appears that most “barefaced” discriminatory features of local milk 
ordinances have either been repealed or are not enforced. Typical of these is 
an ordinance of the city of Plymouth which provides that: “Dealers distributing 
pasteurized milk must obtain this product from a pasteurization plant located 
within the corporate limits of the city of Plymouth. It is to be understood that 
these provisions do not apply to dealers who are now operating.” Another ex- 
ample is found in the South Milwaukee ordinance which authorizes only dairies 
which have been licensed by Milwaukee to sell milk in South Milwaukee. 

A more subtle discrimination can sometimes be found in animal health require- 
ments. The city of Baraboo is reported as requiring that milk sold within 
its limits be from cattle which pass annual negative tests for tuberculosis and 
annual negative blood tests for brucellosis. The State programs for the control 
of these two diseases provide different procedures (e. g., use of a milk test in 
detecting brucellosis) which are deemed equivalent by the United States Public 
Health Service. The effect of the Baraboo provision would be to require most 
out-of-market plants and their milk producers to incur special testing expense 
in order to compete in the Baraboo market. In view of the small size of the 
market, most outside dairies would find such special compliance impossible 
from the economic standpoint. 

While milk market entry into practically all municipalities appears to be pos- 
sible, our committee questions the “home-rule” policy of enforcing duplicate in- 
spections at the expense of producers, processors, and ultimately consumers. 
Inspection fees of some municipalities appear to be excessive. For example, 
the West Bend ordinance is reported to require a $15 license fee, a $2 inspection 
fee for each dairy herd or plant, plus a charge of 10 cents per mile and $1 per 


22 Wisconsin Administrative a Ag-80. 
® Sec. 97.045, Wisconsin Sta 
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Products in Wisconsin, December 31, 195 
® Robert L. Sucher and Hugh 4 Cook, A Study of Regulatory Provisions of Milk 
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hour for travel. The economic impact of such costs, when multiplied by the 
number of municipal markets in which a single dairy does business, can easily 
be seen. It is, however, important to at least leave open the door to regulation 
on the municipal or State level in instances where the legislative objective and 
effect of statutes or ordinances are the protection of public health, rather than 
the restriction of free entry into a given market area. 
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Tue SuPPLY ELASTICITY FOR MILK IN THE SHORT RuN?* 
Harlow W. Halversen 


While the recent reduction in the price-support level for milk has focused 
attention on the nature of its supply elasticity, this subject has been the subject 
of intermittent study by economists for many years. I think it is fair to say that 
many of these studies have met with a rather poor degree of success, part 
of which is due to some characteristics of the basic data economists have had to 
work with, and partly to the inherent complexity of the dairy industry itself. 
Furthermore there seems little prospect that these difficulties will become much 
less troublesome in the near future. 


I 


For purpose of gaining some preliminary notion of the likely limits of the 
measures we are looking for it might be well to examine some aspects of the 
dairy industry relevant to our problem. The dairy industry has been character- 
ized by more stability in prices, production, and incomes than any other major 
segment of agriculture over the last nearly 50 years. For example, from 1924-41, 
the average year-to-year change in production was just about 2 percent. While 
this does not necessarily imply lack of response in production it is well to note 
that the amount of variation we shall expect to find in measurable variables 
will be somewhat smaller than for many segments of agriculture. The major 
import of this point for our purposes is the fact that, as Fox puts it, “as much as 
25 percent of the reported year-to-year variation in production of milk may have 


2Paper presented at annual meetings of the American Farm Economic Association, 
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come from errors of measurement.” * Thus we may expect to find, for statistical 
reasons alone, that most hypotheses to be tested will find only moderate support 
in the data, regardless of the force of their logical content. 

There are a number of reasons based on the essential characteristics of milk 
production to lead one to a belief in a low supply elasticity for milk. These 
have to do primarily with the relatively heavy and fixed investment require- 
ments, particularly in the Northern United States and the lack of very good 
alternatives in much of the area where most of the milk is produced along 
with the fact of major dependence upon the family labor supply for the confining 
requirements of the business. While it is true that the trend toward urbaniza- 
tion may have improved alternative opportunities for the labor supply of the 
dairy industry, the course of technology in agriculture including dairying has 
also been forward to such an extent that for the major dairy areas, it has been 
increasingly necessary for dairymen to get bigger and more efficient or get into 
something else to survive. This trend may have for some the implication that 
farmers’ responsiveness to price is increasing in the dairy industry, aithough 
there are good arguments on both sides of this question and inadequate evidence 
to give much support to either one. 

A substantial part of the milk produced for fluid consumption in the United 
States is to some extent sheltered from exogenous forces by virtue of health 
requirements, pricing arrangements, and other institutional or economic arrange- 
ments which place a premium upon stability of production. Even more than 
this the variable or small producer tends to be penalized in the market place 
and the incentives which are many times built into the pricing arrangements for 
milk usually work out in a manner leading to more effective stabilizing of pro- 
duction by the larger producers. 

Even beyond the general economics of the individual, dairy business is the 
cow herself. Calf production, the basis for most herd replacement, is necessary 
to turn on the faucet. Once started, the lactation follows a fairly regular 
pattern of temporary increase and gradual decrease. Alterations in the rate of 
feeding do give rise to some modification of the lactation curve but these are 
relatively small. The practice of having cows freshen in the spring when they 
could be turned out to new pasture has been gradually modified by an increase in 
the proportion of fall freshenings. This has tended to warp the lactation curve 
of these cows by giving rise to a secondary peak and to increase their total 
milk production, primarily because of their greater feed intake. 

Changing the pattern of freshening of a herd is not without its costs, however, 
since it means deferring production from individual cows along with milk 
income for some period plus some maintenance costs while they are dry. One 
of the alleged virtues of the dairy business is the monthly milk check. Any 
substantial change in freshening patterns can wreak havoc with it for a short 
period This is a matter of no small concern to dairy farmers as evidenced by 
the fact that one of the major gripes with artificial insemination has to do with 
the erratic abilities of the veterinarian to settle a cow as compared with having 
a bull around. 

The lactation curve of individual cows gives rise to substantial seasonal vari- 
ation in milk production which can and is mitigated partly by dispersing freshen- 
ings throughout the year, and also by altering the rate of feeding. It is worthy 
of note that despite its wide seasonality of production, year-to-year changes in 
milk production are as small as they are. 

The decisions made many years ago based on the then existent technologies 
and farm sizes often place severe limits on the expansion possibilities of in- 
dividual dairymen. For example, one of the most important factors limiting 
herd sizes today is the lack of barn room available to handle more cows. On most 
farms, making such accommodations is a major remodeling job. The applica- 
tion of improved technology in other aspects of dairy-farm production, however, 
is placing a premium on making such adjustments. Uncertainty about the 
economic future of the dairy industry as well as recent income declines is 
severely rationing the use of capital in this area. On the other hand, alternatives 
have to be modified substantially before much change in the use of these once 
committed resources will be made. For the specialized dairyman, attempts to 
counter a decline in income through improving technology is often a much less 
uncertain path to success than taking on a line of production with which he is 
less familiar. This is especially true in view of the capital costs of change and 
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the probable inefficient use of both old and new capital. While it may be argued 
that farmers should adjust or die, it should be kept in mind that major adjust- 
ments in the dairy industry are likely to be relatively more costly than in most 
segments of agriculture and will not be made quickly and easily, or in response 
to temporary relative price change. 

The seasonal variations in prices along with the modification in net prices 
arising out of variations in test may well give rise to a delayed awareness of 
fundamental changes in relative prices and a consequent delay in decision 
making. Interviews with a considerable number of dairy farmers leave little 
doubt in my mind that although they are acutely conscious of current milk prices, 
this interest is focused heavily on the income side and what the market has 
judged their labor to be worth, and less as a guide to be used in altering pro- 
duction practices. 

In most areas dairy farmers will not know for as much as a month after 
delivery of their milk what they will get for it. In Swiss-cheese areas it may 
be as much as 3 to 4 months. Even more than this, many farmers seem to 
have some well-developed notions of physical efficiency of production which are 
paramount and which will be conditioned only slowly by economic changes. 

Adjustment in herd size to changing relative profitability of enterprises will 
come primarily therefore among the producers and in the areas having close al- 
ternatives. It is an anomaly in these days of a statisticians’ paradise that it is 
difficult if not impossible to document these changes. Although longer run 
supply elasticities for milk are not under discussion here, it must be stated 
that study of time-series data has thus far offered little basis for judging their 
magnitude. Recourse has had to lie primarily in estimates based on budget 
studies. 


0 


It is my understanding that one of the reasons for my being here was to report 
on some research in progress on the supply elasticity for milk. In discussing 
this matter, therefore, I must reluctantly confess that this work is still in 
progress and what new evidence is presented is the product of an uncompleted 
job. This work has focused on the two components of total milk production, 
namely changes in production per cow and changes in cow numbers. This dis- 
cussion focuses almost exclusively on the short time-supply elasticity which 
works primarily through changes in production per cow. 

Cassels many years ago in connection with a milk-supply elasticity problem 
emphasized the point that it was silly to talk about the supply elasticity of any 
product. There is a whole family of supply curves from which elasticities can 
be computed, each one drawn with respect to a different time period in which, 
caeteris paribus, adjustment to price is made. The longer the time period of 
demand but I seem to be in a minority here. 

Efforts at analyzing supply responses in milk production whether they be short 
run or longer run have generally fallen into two categories: (a) Those based on 
more or less aggregation of data in time series, and (0) synthesized responses 
based on typical farms budgeted to maximize returns under varying price 
combinations. The budget studies have mainly focused on long-time responses 
with technological change implicit. 

Many of the researches on supply response were done 20 or more years ago 
when the amount and quality of necessary data were much less available than 
today. Consequently, the results of some of these early studies were soon found 
wanting when subjected to reanalysis using additional data. It was not that the 
main ideas incorporated as hypotheses in most of these studies were at fault, but 
rather that the hypotheses tested were inadequate in terms of some of the basic 
forces affecting the milk-production picture. In making this statement do not 
conclude I am under any illusions that even today we have nearly the complete 
picture before us, for there is much yet to be learned about the supply elasticity 
of milk production, particularly for the longer run. 

For purposes of discussion let us be concerned with milk production in a given 
short-time period (generally one-half year or 1 year) and the variables logically 
bearing on or affecting this magnitude. Of course not all production is marketed 
as milk or dairy products for still a considerable amount is fed to calves or 
consumed on farms where produced. By focusing on production we will have 
only a first approximation to marketings, but one which is reasonably good. 
Most farmers try to market as much of the milk they produce as possible. 

A statistically complete statement would be “milk production in the given 
period depends on number of cows milked times average production per cow,” 
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but this is useful mainly for purposes of putting the problem in perspective. 
However, it is the contention of this paper that although these two statistica) 
variables are not unrelated they are dependent upon different sets of factors in 
different time dimensions. This plus the very fact of their interrelationship, 
however, casts doubt on the results of any analysis of the elasticity of total milk 
production which ignores its components. In perhaps somewhat more familiar 
jargon, the supply side of any model consists of at least two production relations, 
one focused on production per cow and the other on cow numbers along with one 
or more feed-demand relations. 

It is difficult to summarize the results of earlier studies in comparable fashion 
since in many cases the authors did not present a very complete picture of their 
results. There seems to have been a preoccupation with filtering the data to 
detect the period of lag in production data which would maximize its relation 
to changes in some of the supposed explanatory variables. Results have usually 
taken the form of listing the correlation coefficients (usually simple) for the 
various lags. I think these studies may be briefly described as concluding for 
changes in production per cow, or for short-run response that (a) there is a lag 
in response of some 2 to 4 months in the response, and (0) that the proportion 
of variance accounted for is generally rather small, or at least much less than 
one might desire. 


Im 


For purposes of more clearly understanding the manner in which short-run re- 
sponse to price change can manifest itself it may be desirable to describe the 
available alternatives briefly. By short run, I am thinking of a period of time 
which is less than that necessary to substantially alter the rate of turnover of 
dairy cows in dairy herds. The most immediate response to price change, of 
course, would be to alter the proportion of milk produced which is marketed. 
It is assumed here that the proportion of milk production not marketed is a 
function of such deep-seated circumstances that temporary price change will have 
little or no influence on this factor. The next alternative would be to change 
production of the present milking herd which is possible, of course, by changing 
the quality or quantity of feed fed. This is not as simple a matter as it may 
sound, however. If milk prices have fallen, incomes are already less. For the 
specialized dairy farmer to take action himself to reduce his income even 
further is somewhat of a strain on the reasoning. Furthermore, farmers would 
be somewhat shocked at the idea of starving their cows. Adjustment, such as 
there is, comes in the form of partially substituting cheaper and more home- 
grown feeds for those which involve cash outlay as well as some reduction in 
total intake particularly for the lower producing cows. This will usually result 
in some reduction in milk production per cow, but less than the reduction in the 
grain and concentrate share of the ration. Variation in the amount of grain 
and concentrates fed therefore should show some correspondence with the 
changing profitability of converting grain to milk usually measured by the milk 
feed price index. 

Changing the freshening pattern is also possible in the short run, but as indi- 
cated it involves some current loss of income. There seems little reason to believe 
farmers will take steps in this direction unless there is reason to suppose there 
has been a rather permanent shift in the seasonal price pattern. On the other 
hand, there is reason to believe that at least a part of the shift in freshening 
time is the result of innovation which would have come about without the addi- 
tional price incentives which are available in some markets. In general, I 
feel we can class this type of response, to the extent to which it has occurred, 
as response to longer run shifts in seasonal price patterns or innovation rather 
than in the class of short-run response. 

In focusing on the short-run elasticity of milk production, then, we are essen- 
tially forced to focus on the factors which give rise to short-run changes in 
production per cow. On the down side, liquidation of herds can occur, of 
course, resulting in decreased milk production, but the slow evolution of the 
dairy cow cycle plus the logically large relative price decline which would be 
necessary to call forth this type of response indicates this could be only of 
occasional infiuence. However, since culling is going on continually in herds 
and as old cows or low producers approach the end of a lactation they may be 
marketed sooner or later depending on present and prospective price relation- 
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ships. Parsons has shown a limited relation to exist in New York between 
spring cattle marketings and the spring milk feed price ratio.’ 

The data of potentially most value in analyzing changing production per cow 
appears to be the series of reports as of the first of the month an production 
per cow in herds kept by crop correspondents. Feeding rates per cow as of the 
same date are available for herds kept by dairy reporters. Since these data 
do not cover the same universe, using them together in an analysis is open 
to some question, and the coefficients which are derived are likely to be slightly 
biased. This limitation should be kept in mind in interpreting the results. 
Since the barn feeding and the pasture feeding periods are likely to call forth 
responses in different degree, production and feed input data per cow were 
averaged for November through April and May through October. On the 
assumption that input should be reflected in output, milk production per cow 
per day for the period was related in a series of four-variable correlations with 
grain fed per cow during the period, hay production and cow numbers. Hay 
production as an indicator of roughage supplies is an obvious variable for the 
winter season. It was also taken as an indicator of roughage from pasture 
during the summer even though a so-called pasture condition index is currently 
reported. Both were tried with similar results. 

The inclusion of a cow number variable may perhaps need some explanation. 
Cow numbers may be expanded by holding old cows longer or stepping up the 
rate of addition to herds, or both. There also may be some shifting of dual pur- 
pose cows from beef to dairy categories to inflate the apparent changes. In any 
case the immediate effect is reduced average production per cow since the 
production per lactation tends to increase up to the third or fourth and decrease 
thereafter. A stepped-up rate of culling, that is reduced cow numbers, will gen- 
erally tend to increase production per cow. Since all the analyses were made 
using first differences of logarithms from the preceding year, emphasis is on 
measuring the effect of relative changes. 

On a national basis the inverse association of changing cow numbers and 
production per cow are obvious for years of substantial change in cow numbers 
by merely looking at a not too recent outlook chart book. During the years of 
little change in cow numbers, production per cow tends to rise which is likely 
the result of technological programs in dairying. 

Results are presented in table 1, and include all the regions for both seasons 
even though many of the coefficients are not significant either logically or in 
terms of their attached standard errors. 

Several conclusions may be drawn from this table. (1) The average milk 
production per cow in the United States is increasing at approximately 1 percent 
per year. (Note that this does not refer to the efficiency of the cow as a con- 
verter of feed to milk.) In our analysis the average value of this compo- 
nent in terms of production per cow is given by the constant term. Here the 
logarithms times 10* are given, and their antilogs would indicate the average per- 
centage change from the preceding year. (2) An increase in cow numbers tends 
to reduce production per cow as hypothesized, the inverse effect being about 
one-half except for New England where it is considerably less. The explanation 
for this may lie in the fact that herd additions are effected to an important 
degree by importing cows from outside the area. (3) Hay supplies as an indi- 
ecator of summer roughage seems to fit the hypothesis that good pastures mean 
more milk in the summer since, except for the West, the coefficients are properly 
signed. The elasticities are all very low, however, being mostly less than 0.2. 
Peculiarly, the effect of roughage supplies in winter generally are inconsistent 
with the presumption that milk production should vary directly with roughage 
supplies. These pasture results are consistent with other studies for particu- 
lar States, notably those of an impressive analysis by Brandow.‘ He attempted 
to make allowance for hay quality by considering rainfall during the hay- 
growing season, with somewhat better results. However, it is evidently true that 
we need better data on the feeding value of roughage to approximate the real 
world. (4) The response in milk production to changing inputs of grain and 
concentrates is low in terms of experimental evidence ° with above-average cows. 


® Parso: rton S., Effect of Changes in Milk and Feed Prices and in Other Factors 
Upon iin Peednction in New York, Cornell Experiment Station Bulletin 688, March 1938, 
. 47-49. 
7” Beasdair, . B., Changes in Milk Production in the United States, 1924-51, Pennsyl- 
vania Agricultural Experiment Station Progress Report No. 97, February 1953, pp. 11-13. 
5 Jensen, Einar, et al., Input-Output Relationships in Milk Production, USDA Technical 
Bulletin No. 815, May 1942, p. 60 ff. 
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The summer responses to changes in grain feeding are considerably less than 
those of the winter. 

Two partly alternative conclusions may follow: (1) The basic data inade- 
quately reflect the amount of substitution which is taking place, and/or (2) 
despite farmers intentions as they may be reflected in changing feeding rates, the 
reflection of their intentions in production per cow is to a significant extent 
lost in the process of conversion of feed to milk, perhaps in part by adjustments 
in the body weight of cows and other losses. 


TasLte 1.—Milk production per cow per day: Factors affecting year-to-year 
changes in season average production, United States and regions, 1931-54 


| 
Effect on production per cow of a 1 percent change in— 
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| 
| 
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(Constant | Grain and con- | Hay production 2 | Cow numbers 








Area | #1234 | term  jecentratcsfed percow| 
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| *12.34 * | error i.e" | error | »14.23 ° error 
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Summer season 





United States... ...-..-- 0. 57 














: 23.9 | 0.099 0. 051 0. 174 0.037 | —0. 400 0. 151 

North Atlantic......| . 54 17.5 - 298 | . 074 . 135 036 | = —. 065 . 256 
East North Central 40 43.3 . 027 . 043 114 . 043 —. 431 . 228 
West North Central . 66 | 55.7 . 040 | . 030 . 088 . 029 —. 593 153 
South Atlantic_._....| .36 61.1 . 043 . 068 . 050 . 037 —. 495 180 
South Central. _--- -| .70 23.6 | —. 002 . 080 . 227 . 040 —. 498 133 
WRN ee usd Zak eee “6, 119 052 --. 033 . 049 —.361 143 

| 
| Winter season 
} | | 

United States. ___- oe 0. 63 | 42.3| 0.270; 06.008! 0.101 0.052 | —0. 465 0. 169 
North Atlantic. _____| 74 | 33.5 . 623 . 148 —. 156 . 033 —, 298 . 276 
East North Central.__| . 30 | 63.8 . 107 . 091 —. 085 . 061 —. 665 334 
West North Central.| .71 78.1 . 149 | . 069 . 055 045 —. 616 164 
South Atlantic. ____- . 35 101.8 | —.119 . 123 —.010 . 056 —. 767 . 279 
South Central_-_____- . 54 18.5 | .192 . 136 . 078 . 052 —. 596 136 
We ccketaiisneettec .18 54.8 . 060 | 102 —. 034 . 088 —. 486 265 


1 Logarithms times 10‘. 
2? Assumed to be an index of pasture in summer season, 
3 Regression coefficients based on first differences of logarithms. 


FEEDING RATES AS MEASURES OF INTENTIONS 


In order to get some notion of the extent of responsiveness of farmers rather 
than cows to prices, farmers’ intentions, as indicated by changes in their rates 
of feeding were related to changes in the milk-fed ratio for the 3-month period 
ending in the first month of the winter or summer season, whichever applied. 
Since roughage supplies would affect rates of concentrate feeding, these also 
were included in the test. Results are presented in table 2. 

By rates of feeding here is meant the pounds of grain fed per pound of milk 
produced. While there may seem to be some circularity involved in this, it is 
a commonplace that dairy farmers feed according to production, so that the 
cows which can efficiently produce more milk get more feed. In other words, 
feeding is adjusted to the productive ability of the cows in the herd. For ex- 
ample, production per cow per day in the winter months in the United States 
has increased by slightly over 1 percent per year from 1931 to 1954, but there 
has been practically no change in the trend of pounds of grain fed per pound 
of milk produced in these months. Feed input has fairly well kept pace in a 
linear way with milk output per cow. Consequently, it seems to be impossible 
to appraise from these data whether the dairy cow has become a more efficient 
converter of feed to milk. All we know is that her capacity to produce milk 
might have increased. It may also be worth noting that there has been a steady 
trend toward heavier rates of summer grain feeding, the increases veing at the 
rate of 2 to 3 percent per year. 
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TaBLE 2.—Grain and concentrates fed per pound of milk produced—factors 
affecting year-to-year changes In season averages, United States and regions, 
1931-54 


Effect on rate of feeding per pound of milk of 1 
percent change in— 
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1 Logarithms times 10 ¢. 
2 Milk feed ratio for March-May for summer and September-November for winter. 
3 Coefficients from analysis based on first differences of logarithms. 


The general results of this analysis are that insofar as farmers intentions 
are reflected in changes in the ratio of grain to milk, their response seems to 
be inelastic, being in no case higher than 0.7, although less so than one might 
be led to believe by merely considering the relation of variations in milk pro- 
duction per cow with those of grain and concentrates fed. Adjustments in 
winter feeding rates are less inelastic than for the summer in most regions. 
In the summer, increased roughage supplies affect in logical fashion the pro- 
portion of grain to milk fed. But again in the winter the logic of why larger 
hay supplies should result in heavier grain feeding and, from the previous 
analysis, result in reduced production per cow is difficult to account for except 
in terms of inadequacies in the data. Most of the results seem reasonably 
significant for the major dairy areas, but elsewhere few conclusions are war- 
ranted. The South Atlantic region has been a particularly perverse region in 
terms of results. 

These two analyses have attempted to trace through the effects of price rela- 
tionships on feeding rates and the effect of ration changes on changes in produc- 
tion per cow. Since there is value in knowing the direct relation between 
changes in milk production per cow and changes in the milk-feed ratio this 
relation was computed. The results of this analysis are presented in table 3. 

These coefficients indicate short-run supply elasticities for milk based on pro- 
duction per cow to be roughly in the neighborhood of 0 to +0.25, with estimates 
for the summer season to be in the lower, and for the winter in the upper sections 
of this range, The summer-winter differences in supply elasticity or elasticity of 
feeding may be due mainly to differences in average level of production or 
feeding in the two seasons. 

For purposes of attempting to appraise the possibility that farmers’ short 
run response to price increases were different than those for price decreases, data 
for the East and West North Central regions were combined into years of 
higher and lower milk-feed price ratios and their relation along with hay supplies 
to rates of feeding were determined. Results are presented in table 4. These 
are mainly suggestive of the possibility that short-run responses to price increases 
are more elastic than those to price decreases. 


69970—56——-7 
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TABLE 3.—Milk production per cow per day—factors affecting year-to-year 
changes in season average production, United States and regions, 1931-54 





























[Percent] 
Effect of a 1 percent change in— 
R*y 934 | » 1.2341 wr 7 ae Hay production? | Cow numbers 

Standard Standard 2 9 (Standard 

b ar 

12.34? error » 13.24? error » 14.234 error , 

SUMMER 
United States__....-...--2- 0. 56 38.3 | ©.029| 0.036} 0.122; 0.036 | —0. 469 0. 149 
North Atlantic..--.......-.- . 25 43.1 . 086 . 057 -114 . 048 —. 169 . 327 
East North Central _--_-.----- .42 47.5 . 032 . 033 . 108 - 036 —. 439 , 223 
West North Central_.._..__- . 60 22.2 053 . 028 .095 | 028 |. —, 496 161 
South Atlantic. .-.......--- . 34 66. 1 —. 006 . 049 . 047 | . 048 —. 493 . 187 
See COMtree |. 5... nn oe ae 78 24.7 . 059 . 040 - 251 . 040 —.479 .125 
Ws ctachbeeetniccuonbone - 26 57.0 . 029 . 040 —.005 . 057 —. 403 . 158 
WINTER 

United States... ...........- . 64 59.6 - 135 . 045 —, 052 . 040 —. 508 . 161 
North Atlantic__....._....-- . 73 69. 7 . 212 . 051 —. 234 | .036 | —. 661 | . 269 
East North Central_--...-.- . 37 72.0 . 097 . 051 —. 089 .053 | —. 559 | . 325 
West North Central. .__-.--- . 60 48.3 . 109 . 0438 —. 021 . 036 —. 438 . 181 
South Atlantic... .........<.- . 64 106. 6 . 220 . 054 —.128 . 051 —. 537 . 215 
South Central.-............- .70 50.8 . 193 . 055 —. 053 . 056 —. 343 ~172 
| RRR. RET .41 68. 4 . 182 . 066 —. 086 .077 —. 334 231 














1 Logarithms times 104. ; 
2 Regression coefficients based on first differences of logarithms. 
3 Assumed to be an index of pasture in summer season. 


TasLe 4.—Grain fed per pound of milk produced, east and west North Central 
regions combined, 1931-54 


[Percent] 
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Years of— 2) = @ 1.231 Milk feed price ratio | Hay production * 
i | 
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12.3 error * 13.2 as error 
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Price increases, winter. _---. | . 87 —63. 9 . 611 . 088 | . 042 | 075 
Price decreases, winter... --..- . 89 33.5 . 468 | . 063 . 157 056 
Price increases, Summer...---- 73 241.1 . 411 . 947 —. 875 mf 333 
Price decreases, summer. - -- - - . 04 —65. 7 | 023 . 340 ~. 170 - 176 
ctl a inti emetic chain iennseneaeaae aaa eaesa 











1 Logarithms times 104. 
2 Regression coefficients based on first differences of logarithms. 
3 Assumed to be an index of pasture in summer season. 


The final point should perhaps be made that the level of aggregation used 
here may well cover up substantial differences within regions. Brandow, for 
example, working with data for New York, Pennsylvania, Wisconsin, and Minne- 
sota obtained fairly substantial differences between adjacent States in responses 
to grain fed, pasture conditions and the milk-feed ratio. In addition his coeffi- 
cients seemed slightly higher than those presented here although not significantly 
so. However, it seems reasonable to expect higher order aggregate relations to 
be somewhat less elastic than those at a lower level simply on grounds of internal 
compensations. 


CONCLUSIONS 


We may conclude, therefore, that on the basis of evidence up to now, the short 
run elasticity of milk production is less than 0.25 in winter and probably less 
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than 0.1 im summer. Farmers responses to price in terms of feeding rate adjust- 
ments seem more elastic in the summer than in the winter seasons. There is 
slight evidence that farmers may be more responsive in grain feeding to milk 
price increases than price decreases. 

The gradual increase in output per cow based on improvements in dairying 
may offset a considerable part of the effects of declines in milk-feed price rela- 
tionships. Furthermore, changing cow numbers, which presumably reflect longer 
run estimates of the relative profitability of dairying, have a substantial impact 
on short run supply responses. 


Price Support PRoGRAMS 
Truman Graf and Harlow W. Halvorson 


HOW THEY WORK—WHAT DAIRYMEN THINK OF THEM * 


Agricultural price support programs are controversial subjects. This is re- 
flected in the fact that this country has had three different agricultural acts in 
the past 7 years, And even though the Ist session of the 84th Congress adjourned 
without passing a new agricultural act, discussions on price supports promise 
to be in the forefront again when Congress reconvenes in January. Therefore 
it’s important to know just how our present price support program works and 
what Wisconsin farmers think about it. 

This paper takes up six questions which are frequently asked about Govern- 
ment price support operations for agricultural products. They are: 

1. What agricultural commodities are supported and at what level? 

2. How are support operations carried out? 

3. What are old, modernized, and transitional parities, and what effect do they 
have on price support levels to farmers? 

4. What are Wisconsin dairy farmers’ attitudes toward price supports? 

5. What do Wisconsin dairy farmers think about production controls as a part 
of the price support program? 

6. Do Wisconsin dairy farmers prefer direct payments instead of price 
supports? 


1. Commodities supported and levels of support 


There are three classes of commodities under price supports. 

Basie commodities are corn, cotton, rice, tobacco, peanuts, and wheat. 

Designated nonbasic commodities include wool, mohair, tung nuts, honey, 
milk, and butterfat. 

Some of the other nonbasic commodities are barley, cottonseed, oats, potatoes, 
rye, sorghum grain, soybeans, beef cattle, calves, chickens, eggs, hogs, lambs, 
sheep, and turkeys. 

Under the present law, prices of basic commodities and designated nonbasic 
commodities must be supported, while support for the other nonbasic com- 
modities is permissive. 

The level of support for all basic commodities except tobacco must be between 
82% and 90 percent of parity for 1955 crops if producers approve marketing 
quotas. If not, support is 50 percent of parity. The tobacco level will remain 
at 90 percent as long as its producers approve quotas. Beginning with 1956 
crops, the support range for other basics will be from 75 to 90 percent of parity. 

For basics the level of support rises or falls, depending on the relationship 
between the total supply and normal supply of the particular commodity.’ 

When the total supply of a basic commodity is larger than the normal supply, 
the support level falls. (The rule is that for every 2 percent that total supply 
is over 102 percent of normal supply, the support level drops 1 percent from 
90 percent of parity.) 

Because the carryover allowance for basics has been increased the normal 
supply is higher than it would have been under the previous program. As a 
result, suppert levels for basic commodities will be higher than if the previous 
carryover allowance had been used. 


‘To be published as Economic Information for Wiseonsin Farmers, vol. 26, No. 6. 

* Total supply is the estimated United States production and imports of the commodity 
for a given marketing year plus any carryover at the beginning of the year. Normal 
supply is the quantity of the commodity domestically consumed and exported for a given 
larketing year plus a carryover of 20 percent of this amount. 
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Since these basic crops include wheat and corn, feed buyers like dairymen 
will have to pay a higher price for feeds thag would have been true if normal 
carryovers had not been increased. To the extent that these larger carryovers 
are based on national security needs they are of course justified. To the extent 
that they represent only a method of increasing supports on basics they act to 
the detriment of heavy feed consuming enterprises such as dairying. 

Support levels as a percent of parity for the three commodity classes during 
1955 and 1956 marketing years are indicated below. 





Permissible range 





1955 crops 1956 crops 








Basics Percent Percent 
Tobacco (with marketing quota in effect) _- sia i eereuh ee 9 | ¢ 
RS said Ri lida 6 elon edemeiann one eieenienl manixelinias Sngmaens 8214-90 75-90 
ie rece rennet span a. naaaene cnateherehanebence + -eOnen=o + oan 8214-90 75-90 
Webbe 222k Ae ee 8214-90 75-0 
OowRs sb nc -ssvissencs+ ab dbp ded adhd he she Sta eae Beek <a hates s+ spans 8214-90 75-90 
PORTIS ooh cn ern nv emen--nnemenerchen onne ese segens-erTnaemennernneness 8214-90 75-0 

re nonbasics: 

wen no es Fo ne ne he so nee oe ne ee ee sen een n ewe secceeds 75-90 75-90 
Detnats ee 2 502.6022 35 sish.d> <b bent Gh ee wa edinds ~ Aeecane enh <wenser mipett~-dueten 4 75-90 75-90 
WHINE nie cnin ae nacn seen wan newengansoscupenss+=>=sauned- Sresim~senineuns 60-110 60-110 
oot cap neentagmonnaduubneh aecseae a eseS pat aew se eames 45-125 45-125 
Were i Acad. Cae Lele ee hee - ik 60-90 60-90 
HONOY ..-.- «2 9's 64 -tteelbb- - - ome tgnanan dans ce yhpeye rene -sast-ererdaaeee 60-90 60-90 
Other deuguated a, a ia conn 0-90 0-90 





Levels of support on designated nonbasic commodities are not tied to the ratio 
of actual to normal a total supply-normal supplies. The Secretary of Agricul- 
ture determines the support levels for these designated crops within the per- 
missible ranges. In the case of milk and butterfat, supports must be at a level 
to assure an adequate supply but not less than 75 percent and not over 90 per- 
cent of parity. 

In determining support levels for nonbasic commodities the Secretary con- 
siders such factors as the quantity of the commodity, how difficult it is to dis- 
pose of, whether it is perishable, how important it is, whether funds are avail- 
able, and the price levels of other commodities. 


2. How are support operations carried out? 


Prices are supported by loans, purchases, purchase agreements, and direct pay- 
ments. Nonrecourse loans are most frequently used on such crops as wheat 
and corn. On 1953 crops, for instance, 77 percent of total support was composed 
of loans, 15 percent represented purchases, and 8 percent consisted of purchase 
agreements. 

Loans and purchase agreements are made on storable commodities such as cot- 
ton, tobacco, and grain. Purchases can be made on such things as dairy prod- 
ucts, cottonseed, and flaxseed. Direct or incentive payments will be made on 
wool and mohair for the 1955 clip. 

Now let’s see how each method operates. 

Price support loans to producers are nonrecourse. This means that producers 
don’t have to make good any drop in the market value of the commodity under 
loan. Loans support prices in two major ways: they provide farmers a cash 
return for the commodity at the support level; and they withdraw supplies from 
the market, strengthening market prices. 

Under purchase agreements the CCC agrees to purchase from a producer an 
agreed amount of a crop at the support price. Both loans and purchase agree- 
ments provide support at the same level. However, some producers who do not 
need the money immediately or who can’t meet loan storage requirements, but 
who want an inexpensive form of price insurance, use the purchase agreement. 

Government purchases are made by CCC when this method of support is deemed 
preferable to loans or purchase agreements and usually for perishable com- 
modities. Dairy products receive this type of support. The USDA supports 
the price of manufacturing milk and butterfat to farmers by buying creamery 
butter, cheddar cheese and nonfat dry milk solids. 
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As a result of these Government purchases, the supply of dairy products in 
commercial channels is reduced thus tending to strengthen the price of milk to 
the dairy farmer. It cannot, however, definitely assure farmers of a given 
price under this type of program. This is one of the major problems associated 
with a purchase type of program. For example, farm prices for milk were below 
support level during the 1953-54 marketing year, as well as during April-July 
1954. 

Another problem with this type of support operation is that purchase prices 
must be set high enough so that dairy processors can take their normal market- 
ing margin and profit and still pay farmers the support price. Hence, in a sense, 
the Government is tending to support profits and margins to the dairy processors. 
Farmers sometimes have difficulty seeing the logic of this, especially when their 
support prices are cut drastically as was true for milk in the 1954-55 marketing 
year. 

Direct payments (incentive payments) are payments made by the Government 
to the farmer to help bring prices received by farmers to the desired percentage 
of parity. But under this system the Government doesn’t acquire new com- 
modities as it does under loans, purchases, and purchase agreements. At present 
only growers of wool or mohair are authorized to receive direct payments. 


3. What are old, modernized, and transitional parity and what effect does each 
have on price-support levels to farmers? 

Parity prices are the dollars-and-cents prices necessary to give specified units 
of farm commodities the same purchasing power they had at some previous time 
when prices received and paid by farmers were considered to be in good balance.* 

Prices paid by farmers are measured in terms of (1) price of commodities and 
services that farmers buy, (2) interest on farm indebtedness, (3) taxes on farm 
real estate, and (4) for commodities to which the modernized formula applies, 
cash wage rates paid hired farm labor. 

From 1933 to 1950, parity prices were computed under the old parity formula. 
Prices received for each commodity during the base period were multiplied 
each month by the change since 1910-14 in payments by farmers for goods, 
services, interest, and taxes. Parity prices for individual commodities thus 
moved up and down as the prices paid by farmers moved up or down. And 
parity prices for various commodities moved up and down together because the 
relationship between the prices received by farmers for commodities during the 
base period was not disturbed. This froze the parity price of corn, for example, 
relative to prices of other commodities. Hence, important changes in produc- 
tion, cost, or demand conditions which occurred over the years were not figured 
into parity prices, especially in the case of grains and milk. 

The Agricultural Acts of 1948 and 1949 provided a new formula for figuring 
parity prices—the so-called new or modernized parity formula. Under the mod- 
ernized parity formula, parity prices of individual commodities are adjusted 
one to another in relation to market prices during the most recent 10-year period, 
rather than to prices of 40 to 50 years ago as was true under the old parity 
method. 

A transitional parity price is figured in some cases to keep parity prices from 
dropping too rapidly when commodities are shifted from the old to the new 
formula. For nonbasic commodities the shift to modernized parity began in 
1950 and the transitional price could not be less than 95 percent of the old parity 
price during 1950, 90 percent during 1951, (70 percent this year) and so on until 
all nonbasics had shifted to the new formula. The commodity is shifted to the 
modernized parity price as soon as either the old or transitional price is equal 
to or less than the modernized level. 

For basic commodities the transition was delayed. The method will work 
the same way but will not start until 1956, because this is the first year that 
the modernized parity calculation will apply te basics. 

The old method for calculating parity prices is indicated below with milk as 
the commodity example: 


°For about a third of the commodities, the base period was the 60 months between 
August 1909 and July 1914. For the remaining two-thirds, 1919-29 or some portion 
thereof, 1934-39, or 1936-41 was used. These different base periods were used because 


a data were not available or considered appropriate for all commodities on 1909-14 
ase, 
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Old parity price for milk, Mar. 15, 1955 


Per hundredweight 
BAe WATiCk: BeIOM: (ADO Ra die eerie bb aa Hn errs ranse-wiee idee $1. 60 
(The average price received by United States farmers for milk 
between August 1909 and July 1914.) 
Tender: ct | SUSCOR: REG: BREN ise iid diene nn men <2. 85 
(The index of prices paid by farmers for goods, interest, and taxes 
for Mar. 15, 1955, when 1910-14 is taken as 100.) 
Mar.. 15,, 2800: 088 DBOTAEY DEICR make rncee ene shee dann <iered pheno 4. 56 
(Support levels for butter, nonfat dry milk powder, and Cheddar 
cheese would be based on some percentage the Mar, 15 parity price 
for milk.) 


Under the modernized parity formula two important changes have been made: 

(1) The adjusted base period milk price is found by dividing the average 
price received for the commodity during the most recent 10-year period by the 
change since 1910-14 in prices received for all farm commodities for this same 
period instead of taking the average milk price in 1910-14. 

(2) Wage rates paid hired labor are now included in computing the change 
since 1910-14 in the prices farmers pay. 

The modernized parity price for milk is found by multiplying the adjusted 
base price for milk by the new parity index (index of prices paid by farmers, 
including interest, taxes and farm wage rates). It is figured in two steps: 

1. First the adjusted base price for 1955 is figured as follows: 


For January 1945 to December 1954 


Price received by farmers for milk, United States average_____.._-._-__ $4. 33 
Index of prices received by farmers for all farm products (1910-14=100)*_ 2.61 
Adjusted base price for milk for 1955 ($4.33+$2.61)_...--_.-____-____-. 1. 66 


*This means that during 1945-54, United States farmers received a 261 percent higher 
actual price than during 1940-44. 

Thus the adjusted base price for milk for 1955 is 6 cents higher than the 
average milk price of $1.60 from 1910-14. 

2. Then multiplying the adjusted base price by the new parity index we get 
the modernized parity price for milk for March 15, 1955. 


$1.66 x $2.84—$4.71 per hundredweight 


As of March 15, 1955, the modernized parity for milk was thus 15 cents per 
hundredweight higher than the old parity price ($4.71 to $4.56). Dairy farmers 
have therefore benefited from the adoption of the modernized parity concept to 
milk. However, with basic commodities, except for rice and some types of 
tobacco, the old parity price is higher than the modernized parity price. For 
example, switching from old to modernized parity now for basic would reduce 
the parity price for wheat about 39 cents and corn 22 cents a bushel. 

Thus if the shift were done now it would give further benefit to dairymen. 
Parity prices—and market prices of feed grains such as corn and wheat—have 
stayed higher than if basics and nonbasics had shifted from old to modernized 
parity together. 

The changes since 1910 in demand, production, and marketing conditions are 
reflected in the modernized parity price and they were not in the old parity price. 
For this reason, modernized parity is an improvement over old parity. 

But the delay in applying modernized parity to basics has been unfortunate 
not only because it acted to the relative disadvantage of industries such as 
dairying, but also because it did not reflect current market conditions. 


4. What are Wisconsin dairy farmers’ attitudes toward price supports? 


Almost 1,300 Wisconsin dairy farmers from 55 of Wisconsin’s 71 counties 
replied to a recent mail questionnaire on how they felt about price supports. 
This survey indicates that there is a wide difference of opinion among Wisconsin 
farmers about the price-support program for dairy products. 

How do farmers feel about price supports? Should they be a part of the 
farm program? If so, where should they be applied? One out of every four 
farmers answering the questionnaire either had no opinion or didn’t check any 
of the answers. However, 16 percent were against a price-support program of 
any kind, 34 percent preferred supports for all farm commodities, 17 percent 
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favored supports for dairy products only, and 6 percent preferred a program 
which supported just those commodities now being supported. 

Those who thought prices today would be lower without a price support pro- 
gram tended to prefer price supports for all farm commodities. But those who 
thought that prices would be higher without a price-support program tended to 
be against supports. 

What did farmers think was the proper support level for dairy products? Of 
the 1,215 replies, 28 percent favored support for dairy products at 100 percent of 
parity and another 37 percent favored 90 percent of parity supports. But the 
24 percent favored either no supports or did not say what they preferred. The 
remaining 11 percent favored supports ranging from 75 to 90 percent of parity. 


5. What do Wisconsin dairy farmers think about production control as a part 
of the price-support program? 

One of the difficult problems with the dairy price support program has been 
the large supplies which the Government has had to buy in trying to keep prices 
at or above support levels. The farm programs for basic commodities have 
production controls of one form or another. It is possible that dairy farmers 
will have to decide at some future date whether they are willing to accept pro- 
duction controls for the dairy industry or get along without a price support 
program, The question was asked, “If the Government would only continue 
price supports if you agreed to some form of production limitation, which kind 
of production limitation would you find least objectionable?” 

Again there was wide difference of opinion. Nearly one-fourth either failed to 
reply or indicated no opinion. But 37 percent said they would prefer a Gov- 
ernment program of encouraging culling by purchases of culled cows at a 
subsidy over the canner cow price. Only 15 percent preferred a program which 
pays low prices for milk in excess of an assigned quota, and 12 percent would 
pick a program which retricted the size of their dairy herd to its present level. 

A program of increased culling could only temporarily reduce milk produc- 
tion for a short while. Higher production of the remaining cows plus better 
replacements would soon eliminate the effect of higher culling rates. In other 
words, the production control method preferred may well be the one which 
would be the least effective. 

Would production controls be necessary if price supports were at either 75 
or 90 percent of parity? Nearly half of the farmers had no opinions on this 
matter. But of those who answered, more than twice as many thought the price 
support program at 75 percent of parity would work without production controls 
than thought it wouldn’t. At 90 percent of parity there were just a few more 
who thought production controls would have to be used than who thought they 
wouldn’t. 

“Without specifying the kind of production limitation, which would you prefer, 
%) percent supports with some production limitation, or 75 percent supports 
without production limitations?” There were 40 percent who preferred 90 
percent supports with production limitations of some kind while 24 percent said 
they would prefer 75 percent supports without production controls. However, 
36 percent didn’t know or didn’t answer. 

How farmers felt about controls depended to some extent on how old they 
were. For example, younger farmers were less inclined to favor production 
limitations; but as farmers got older—up to, say, 55 years—they thought a 
little better of 90 percent supports with production limitations. But beyond 
55 they liked them less. It may be that younger farmers are giving primary 
attention to more production for higher incomes. They may be more willing 
to take their chances on price and don’t want to be limited on production. Older 
farmers nearing retirement probably may be financially more independent and 
don’t wish to be bothered with production limitations. But middle-aged farmers 
with growing families are likely to be more conscious of the need for steady 
incomes than older farmers. 


6. Do Wisconsin dairy farmers prefer direct payments instead of price supports? 


Instead of using a program of price supports, some people have suggested a 
different type of program called a direct payment program. During World 
War II, dairy farmers had what was essentially a direct payment program when 
the Government paid feed subsidies and butterfat payments to dairy farmers. 
The question was asked, “Would you favor a program which took the form 
of direct income payments to dairy farmers instead of price supports?” 
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Nearly 40 percent of the 1,215 farmers replying either had no opinion or failed 
to answer the question. Perhaps this is because they didn’t fully understand 
the program or hadn’t formed an opinion about it. The replies were about 
equally divided in favor of or against direct payments. There were 32 percent 
replying “Yes” and 29 percent replying “No.” Furthermore, there seemed to 
be no relation between the size of the dairy herd and farmers’ attitudes toward 
a direct payment program as compared with a price-support program. 

As indicated earlier about two-thirds of all farmers replying thought the 
proper level of supports was at either 90 or 100 percent of parity and about 
one-third were in favor of direct payments. There is a relation between these 
two questions. A very large share of the replies in favor of high levels of 
support were also in favor of direct payments. Those in favor of low levels 
of support are more opposed to direct payments. 


Price Supports AND DAIRY FARMING’ 


Truman Graf and Harlow W. Halvorson 


During the past decade there has been much discussion of price supports. Such 
topics as flexible versus fixed supports, market supports versus direct payments, 
and supports versus no supports have received a lot of attention. 

However, in the process of considering these general questions, there has been 
a tendency to overlook some important specific questions about why the price- 
support program for dairy products is carried out in the way that itis. The pro- 
cedure adopted depends on the way dairy production and marketing is carried 
on in the United States. If dairy farmers understand the reasons why the 
present support program is carried out in the way that it is and why certain 
changes have been made they will have a better basis for judging the merits 
of other proposals. 

Here are some of the questions which dairy farmers ask about the present 
program: 

1. Why do market prices for dairy products sometimes fall below the support 
level? 

2. How does the change in the method of calculating the parity price for manu- 
facturing milk affect the dairy farmer? 

3. What factors are considered in choosing dairy products for support? 

4. How are purchase prices under the support program for butter, nonfat dry 
milk powder, and cheese calculated, and what do these procedures mean to 
Wisconsin farmers selling milk to various product outlets? 

5. What problems grow out of a purchase type of support program such as is 
in effect for milk and butterfat? 

6. Should support prices on dairy products vary seasonally? 

7. Should dairy price supports be based on parity prices during only one par- 
ticular month of the year? 

8. Should support prices on dairy products vary geographically within the 
country ? 

The answers to these questions will help us see just how price supports work 
to the advantage or disadvantage of our dairy industry. 


1. Why do market prices for dairy products sometimes fall below the support 
level? 

During 1 of the past 5 marketing years (April 1953—March 1954) the annual 
average farm price for manufacturing milk in the United States dropped below 
designated support levels. During that year farmers on the average received 
84 percent of parity for manufacturing milk while the support level was supposed 
to be at 90 percent of parity. From April to July of 1954, farm prices were 
below the intended support level, but for the marketing year as a whole they 
averaged out at not less than the support level of — percent of parity equivalent. 

Even though national average prices are at a little above support levels, 
there will always be some farmers whose prices will be below support levels. 
The dairy support program does not guarantee to keep every dairy farmers’ 
prices at or above support levels; it works to keep the average price to farmers 
from falling below support levels. Some will be above and some below average 
depending on such things as the quality and use of milk and dairy products, 


2To be published as Economic Information for Wisconsin Farmers, vol. 26, No. 7. 
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tests, location in relation to plant and market, efficiency of their plant, and 
competition in the area. The support program can’t control these factors. 

In buying products theer seems to be no practical way other than to rely on 
competition of making sure that support money spent gets beyond the dairy 
plants and brokers to the farmers whom it is intended to help. But the com- 
petitive forces are not equally as effective everywhere, and this may be an 
important shortcoming of the present dairy support program. 


2, How do changes in the method of calculating the parity price for manufactur- 
ing milk affect the dairy farmer? 

Since the USDA supports milk prices to farmers by supporting the price of 
manufacturing milk, the procedure for setting the parity price for manufacturing 
milk is important to dairymen. 

The support level for manufacturing milk is based on its parity equivalent 
for the United States. So the method of figuring the parity equivalent will 
influence the price for milk which the farmer gets. This year the parity 
equivalent for manufactured milk will be calculated by multiplying the all milk 
(fluid and manufacturing milk) parity price by 83.7 percent. This 83.7 percent 
figure is the percent that manufactured milk prices were of all milk prices 
in the July 1946—December 1954 period.’ 

During the past 6 years, the parity equivalent for manufacturing milk was 
obtained by multiplying the all milk price by 88.5 percent, rather than 83.7 
percent. The present revised figure of 83.7 percent means a lower parity equiva- 
lent for manufacturing milk. Thus a comparable support level percentagewise 
will give a lower dollars and cents support level to milk producers. This ex- 
ample shows why. 


Methods for figuring parity levels for manufacturing milk 


“| 
Revised | Old 
Parity price for all milk, Mar. 15, 1955.....______. hundredweight $4. 71 
Multipiied Dy.-...-.......... aad ; percent 1 83.7 


Parity level (multiply by)...................................pereent 


Manufacturing milk parity equivalent. ____. ...-hundredweight $3. 94 | 
75 | 


Support price hundredweight__ | $2. 96 $3. 13 
| 17 cents difference 
| 


! Percent manufacturing milk prices were of all milk prices during July 1946-December 1954 period. 
? Percent manufacturing milk prices were of all milk prices during July 1946-December 1948 period. 


The Secretary of Agriculture set dairy supports for the 1955-56 marketing year 
at $3.15 per hundredweight, which is the same dollars-and-cents support level 
as in the 1954-55 marketing year. Many dairymen have argued in the past that 
75 percent of parity was too low a support level to permit an adequate return. 
Because of the revised basis of calculating the manufacturing milk parity equiva- 
lent, however, dairy farmers will need about 80 percent of parity to get the 
same prices as they previously got with 75 percent of parity. 

Also the increased parity price of 15 cents per hundredweight on milk resulting 
from adoption of modernized parity (discussed in the previous issue of Economic 
{nformation) is more than offset by the reduced manufacturing milk parity 
equivalent price of 23 cents per hundredweight ($4.17-$3.94). 

To establish a manufacturing milk parity equivalent on the present basis is 
somewhat illogical anyway, because the manufactured milk price is part of the 
“all” milk price. So taking the percent that manufacturing milk is of all milk 
is to a certain degree taking the percent that manufactured milk is of itself. 

Since most fluid markets are relatively insulated from outside milk by 
high transportation costs, various health regulations, or restrictive features in 
orders, fluid prices are unlikely to decline relative to manufacturing milk prices. 
Furthermore, the fluid prices in most orders are tied to manufacturing milk 
prices, which means that when manufacturing prices move up, so do fluid prices. 
Therefore the trend will undoubtedly be for manufacturing prices to fall relative 
to prices for fluid milk. This would make it unlikely for the 83.7-percent figure 


2 From now on this percentage figure will be the percent that manufacturing milk prices 
were of all milk prices between July 1946 and December of the preceding year until 10 full 
calendar years since July 1946 have elapsed. After this a 10-year moving average will be 
used, 
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to increase, and will mean a permanently lower parity equivalent price for 
manufacturing milk than would have been true under the previous method. 


&. What factors are considered in choosing particular dairy products for support? 


Price-support legislation calls for support of prices of milk and butterfat by 
loans or purchases. This limits the selection of products which will most effec- 
tively achieve price-support objectives. But limiting the selection of products 
may disadvantage those products not directly supported. 

The following factors are considered in selecting products for support : 

1, The selection of products which give as wide an impact from support opera- 
tions as possible. 

2. Selection of products which are readily stored and disposed of at a low 
cost. 

3. Selection of products which can be purchased on a bulk, unbranded basis. 

With these factors in mind, the Government has concentrated dairy-support 
purchases on butter, nonfat dry-milk powder, and American cheese. 

One reason this choice is important to milk producers is that the basic formula 
price in many Federal orders is based on butter-powder prices. Thus by support- 
ing butter-powder prices the Government indirectly supports class I or fluid-milk 
prices in these Federal order markets. 

Furthermore, the milk not disposed of at the class I price is usually diverted 
into manufacturing outlets—often at support prices. So milk producers selling 
fluid milk in Federal order markets have the benefit of two price-support pro- 
grams. In this respect, they get more support than producers selling to manu- 
facturing outlets. 

Another criticism of the present selection of supported products comes from 
foreign-type cheese groups. They feel that supporting only American cheese 
puts other types of cheese at a competitive disadvantage. The Wisconsin Swiss 
cheese people in particular have felt this way. The Government’s answer is 
that their duty is to support the general level of milk prices and not guarantee 
particular dairy products profitable returns. The USDA seems to feel that to 
support all dairy products would involve much expense and time, and actually 
interfere with their ability to achieve the objectives of the program. 

The evaporated-milk industry in Wisconsin has also felt some effects of the 
price-support program. Quite a number of evaporated-milk plants have relocated 
their plants far away from Wisconsin during the last 5 years. Perhaps the 
major reason for this was a desire to have processing facilities nearer consuming 
centers so as to save on freight costs. 

However, the existence of the price-support program has been a factor con- 
tributing to this shift. When prices fell to support levels, Wisconsin evap 
plants had to meet the price competition of plants selling dairy products to the 
Government under the support program in order to hold their patrons and con- 
tinue volume operation. But price competition for milk in Wisconsin is probably 
more severe than in many other States. 

Furthermore there seem to be some fluid-milk markets where fairly regular 
supplies of surplus are available at rather low prices. So a combination of 
factors, including the price-support program, has contributed to a relocation of 
evaporating facilities away from Wisconsin. There seems little question that 
products which are not supported will often have trouble competing with price- 
supported products, and this may contribute to industry relocation. 


4. How are purchase prices for butter, nonfat dry-milk powder, and cheese under 
the support program calculated, and what do these procedures mean to 
Wisconsin farmers? 

Once it is decided to purchase specific products, the next question is what will 
be the purchase price of each product? In other words, the butter, powder, 
and cheese could be purchased at any of several relative levels and still assure 
a national average support price on manufacturing milk of $3.15 per hundred- 
weight which is the present support price. 

There are 2 parity prices for the dairy industry, 1 for milk at wholesale and 
the other for butterfat, with a support price for each. In addition there is a 
parity equivalent price for manufacturing milk, from which the $3.15 support 
price for manufacturing milk is derived. 

The USDA attempts to fulfill its support obligations for butterfat by offering 
to buy butter at announced prices. But since it must also support the price of 
manufacturing milk, of which butter is one of the products, the buying prices 
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for butter do not always yield the same percent of parity of butterfat as the 
butter-powder combination yields on manufacturing milk. 

At present, the Government is using a yield-marketing margins procedure for 
figuring butter and powder support prices. 

Here’s how the support price for butter for the current making year is 
figured : 

Cents 

Support price on butterfat in farm separated cream, 1955-56 marketing 


Pounds of butterfat in farm separated cream used in making a pound of 
butter 


Farm support value of butterfat in 1 pound of butter 
Average processing and marketing margin (estimated by USDA) per 
pound of butter 


Total purchase price on butter at the market level 


The support price on powder is calculated by adding the processing and 
marketing margin on butter and nonfat dry-milk powder to the support price 
for manufacturing milk, subtracting from this sum the market value of the 
butter made from 100 pounds of milk and dividing this difference by 8 (the 
yield of nonfat dry-milk solids from 100 pounds of milk). The calculation for 
the current marketing year illustrates the procedure: 


Support price for manufacturing milk 1955-56 marketing year 
per hundredweight_. $3.15 
Average processing and marketing margin of butter-powder (calculated 
by USDA) per hundredweight of milk... 87 


Gross market value for butter and nonfat dry solids in 100 pounds 


Butter that can be made from 100 pounds of 3.95 percent milk_._.pounds_.. 4. 82 
1955-56 support price per pound of butter cents... X57. 5 


Market value of butter obtained from 100 pounds of 3.95 percent 


Difference equals value of nonfat dry milk solids from 100 pounds 
of 3.95 per cent milk per hundredweight_. $1. 25 


Yield of nonfat powder from 100 pounds of 3.95 percent milk equals 8 pounds. 

Support price on powder=$1.254+-8=15.6 cents per pound. 

With an estimated production of about four-fifths spray and one-fifth roller 
powder, the CCC purchase price of 16 cents per pound for spray and 14.25 
cents per pound for roller powder corresponds to the above weighted average 
support price on powder of 15.6 cents per pound. 

The cheese support price is found by figuring the percentage that the average 
price of Wisconsin cheddar cheese is of the average United States price for 
manufacturing milk.’ Then this percentage is multiplied by the manufacturing 
milk support price. This year’s percentage of 10.56 multiplied by $3.15 (current 
manufacturing milk support price) gives the current support price on cheddar 
cheese of 33.25 cents a pound. 

This method of setting the cheese support price received little attention until 
recently. Lately, however, American cheese factories in Wisconsin have had 
more difficulty paying farmers a price competitive with creameries and butter- 
powder plants. The price to farmers has fallen compared to the butter-powder 
pay price. The cheese industry claims it has been hurt because the cheddar 
cheese support price is low compared to the support price on butter-powder. 

One way to analyze this complaint is to apply the method now used to calculate 
cheddar cheese supports to butter-powder, and vice versa. If the same pro- 
cedure now used for cheddar cheese supports is applied to butter and powder, 
the butter support price will be 1.09 cents higher and powder 2.09 cents a 
pound lower. This would lower the support price for milk used in butter and 
powder 12.51 cents a hundredweight for milk of 3.5 percent butterfat. 


3 Average price of assembled carlots of Wisconsin State brand cheese f. 0. b. Wisconsin 
assembly plants during a base period of time. 
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On the other hand, if the cheddar cheese price was figured the way the 
butter-powder support price is now calculated, the buying price for cheese would 
be higher by over three-fourths cent per opund or 74% cents per hundredweight 
for 3.5 percent milk. Thus the support price on cheddar cheese is lower com- 
pared to the butter-powder support level than it would be if the same procedure 
were used in both instances for calculating the purchase price. 

One of the reasons for the lower cheddar cheese supports is that no allowance 
is made in present calculations for changes in whey prices. Since 1952, whey 
prices have dropped over 7 cents per hundredweight in Wisconsin. This drop 
hasn’t been offset in the cheese support price and so Wisconsin cheese plants 
have suffered competitively. If the drop in whey prices had been used, cheddar 
cheese support prices would be almost 1 cent per pound higher than now. 

If cheddar cheese and butter-powder supports were figured by the same 
procedure, the basis for this criticism would not exist. It is important to the 
cheese industry for the competition between cheese and butter-powder plants 
to be considered in determining support prices for cheese, butter, and nonfat 
dry milk. 

But this isn’t the whole story. In setting its buying prices, the USDA has 
to take into account the problems it encounters in handling products. Cheese 
is more difficult to store and dispose of than butter and powder. So there is 
some merit to the contention that purchase prices for cheese should not encourage 
cheese production as compared with butter and powder. 


5. What problems grow out of a purchase type of support program such as is 
in effect for milk and butterfat? 

At present the United States Department of Agriculture supports the price 
of manufacturing milk and butterfat to farmers by buying or offering to buy 
creamery butter, cheddar cheese, and nonfat dry milk solids. As was indicated 
earlier the purchase price is set at a level that should permit plants to pay 
the support price of milk to farmers. An allowance for marketing margins 
(that is, marketing costs and net profits to marketing and processing firms) is 
therefore included in the support price the Government pays for dairy products 
under the support program. Thus not only is the Government attempting to 
support milk prices to farmers but also is giving some measure of support to 
marketing margins. 

When manufactured milk price supports were reduced from $3.74 to $3.15 
on April 1, 1954, supports to farmers were reduced by 16 percent. But in de- 
termining the buying prices of butter, cheese, and powder to enable plants to 
pay these support prices to farmers, the marketing margin allowances had to 
be increased by 6 percent for cheese, 8 percent for butter and 28 percent for 
powder, While this should not be construed as implying that the support pro- 
gram is responsible for the increases in precessing margins and profits which 
have occurred, there is little doubt that the program does support margin 
increases when they occur. 

It should be pointed out that this is a criticism of the method of support— 
something which Congress has decided—and not a criticism of the administra- 
tors of the support program. They can only do what Congress tells them to do 
by the methods which Congress specifies. The USDA had little choice. In 
order to reflect a certain price back to the farmer by buying dairy products in 
the marketing system, it would have to include a sufficient marketing margin in 
its buying price, or farmers would not be paid the support price. 

Finally the present purchase type of support program minimizes risk to dairy 
firms, and increases the general stability of the industry. This is true because 
firms are guaranteed a specific price for their product for as long as a year in 
advance. Risks from price declines are practically eliminated. This is justi- 
tied to the extent that it improves the price situation at the farm. But to the 
extent that this merely stabilizes or increases returns to the trade and reduces 
its incentive to merchandise, its justification may well be questioned. The full 
effect of the dairy support program in these respects has yet to be determined. 


6. Should support prices on dairy products vary seasonally? 

At present, there is no seasonal variation in support prices. Proponents for 
seasonal changes in support point out that in the past dairy prices have usually 
been lower in the spring and higher in the fall. They claim the industry could 
not store dairy products profitably with a flat price support the year around 
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and the Government had to undertake some of the storage. Finally, individuals 
who like the idea of seasonal price supports say that uniform support prices 
throughout the year reduce the incentive to level out production seasonally. 

Others argue against seasonal variation price-support levels. Just because 
prices have varied seasonally in the past doesn’t mean they should vary under 
a support program. These opponents of seasonal supports question that such 
a program would encourage profitable sterage and help stabilize production 
seasonally. They point out that storage costs are widely different among several 
classes of operators, and that all dairy firms don’t have storage opportunities. 

Seasonal adjustments in support levels might give certain individuals or 
firms windfall profits and hurt the whole dairy industry. This would aid these 
speculators and not help the farmer. 

And there is little evidence that seasonal supports would help stabilize 
seasonal production. Seasonal price premiums in many Federal order markets 
have had little, if any, effect on seasonal production. 

Another suggestion is to make monthly adjustments in support levels, for 
example one-half cent per pound of butter or less. However, these adjustments 
might also give individuals opportunity to make windfall profits at the expense 
of the support program. For example, if a higher price in the fall was because 
of a seasonal support program, rather than supply and demand, the storage 
profits made by these persons would be due to the support program. 

But if these monthly adjustments were small enough to eliminate any profits 
there probably would not be enough private storage. Also, administration of 
the program would be more difficult. 

The present Agricultural Act states that the CCC cannot sell products in 
normal trade channels in the United States at a price less than 5 percent above 
the current support price plus reasonable handling costs. For example, butter 
prices would have to go up about 3 cents per pound before before the CCC could 
sell back to United States markets. So even under the present program there 
can be some increase in free market prices with no product sales by the USDA, 
if the market conditions warrant. 

The present program then permits free movement of market prices between 
CCC buying and selling prices without seasonal price supports to guide them. 
It does not prevent seasonal price changes—it just does not guarantee them. 


~ 


?7. Should dairy price supports be based on the parity price for more than 1 
particular month of the year? 


At present, support prices on milk are based on milk parity prices on March 15 
of the particular year. However, the parity index (prices farmers pay for goods 
and services) usually varies throughout the year, thus causing changes in the 
parity price from month to month. The United States Department of Agri- 
culture believes that support levels should remain the same during the marketing 
year even though farmers pay more or less for goods and services during certain 
months of the year causing parity prices to change. They justify their position 
on the basis that adjusting the support price each month to take in these changes 
would add to the cost of running the program, and would not have much overall 
effect on support prices to farmers. 

There is a problem in announcing a new support price at the start of a new 
marketing year. If this support price is higher than the old support price, 
products may be held from the market by processors to be sold at the new and 
higher level. As a result, dairy farmers might receive the lower supports 
and the industry get the higher prices. This is another difficulty of the present 
support program, 

On the other hand, when price supports are to be lowered, the milk production 
up to the time of the change should receive the previous higher support price. 
In the past, CCC made direct payments to dairy plants for products on hand 
at the time of the change. This seems to be the best way to protect farmers 
from a downward change in support levels prior to actual changes in supports. 

sut there doesn’t seem to be a very practical way of making certain that this 
support money actually reaches farmers. 

Since no assembling, storage, or transportation costs are involved when direct 
payments are made to plants for products on hand, these direct payments should 
reflect the lower costs. If not, selected dairy firms with large stocks on hand at 
the beginning of the new marketing year might make substantial profits from 
the direct payments. 
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8. Should support prices on dairy products vary geographically within the 
country? 


Buying prices of butter during the past 8 marketing years have been dif- 
ferent in different parts of the country, but powder and cheese buying prices 
have not. Even the butter variation has been small (three-fourths cent per 
pound higher in New York than other specified markets). 

One argument for geographic variation in buying prices is that they lower 
support purchases in the surplus producing areas. 

It is argued that prices of dairy products are normally higher in deficit 
producing areas of the East and West. Therefore, in a free market midwestern 
plants will be encouraged to market their dairy products in the East and West. 
Similarly it is argued that higher support prices in the East or West than in the 
Midwest will encourage the flow of dairy products toward consuming centers— 
rather than sale through the support program. Those who argue this position 
claim that the present program of virtually uniform purchase prices has en- 
eouraged midwestern dairy plants to sell to the Government, and therefore dis- 
couraged sales promotion to retail and wholesale outlets. This has weakened 
their competitive position as well as decreased their incentive to merchandise 
dairy products. 

Let’s look at the other side of the question. If it is profitable for products 
to move from Wisconsin to other parts of the country, then the market price in 
these areas will be far enough above the support price to pay for this movement. 

Butter or other dairy product surpluses don’t move into consumption chan- 
nels when there is not enough demand. There is no reason why dairy products 
should move east or west until it is known where they will be used. If they 
are wanted badly enough somewhere the market price will be sufficiently above 
the support price to encourage this movement. If it is not, then there is no need 
for the movement. 

Geographic price variation at times in the past does not justify such a feature 
in the present program. It would, however, benefit producers in the Hast and 
West by encouraging a higher market price for milk in those areas. 

There are some midwestern processors who would like geographic price dif- 
ferences even though the Midwest dairy farmer might receive lower support 
prices under the present program. (BHastern and western farmers would re- 
ceive higher support prices.) There is a good reason for their attitude on this 

uestion. 
" Take, for example, a midwestern marketing organization which normally sells 
large quantities of dairy products in the East under a brand name. With no 
geographic differences in price, and the dairy farmers who supply him wanting 
maximum prices, this organization would have to sell most of its products to the 
Government under price supports. 

As a result, its regular markets might be unsupplied and lost. But with a 
geographic price difference, farmers would take a lower price support for their 
milk and this organization could develop its eastern markets and still compete 
with other Midwest plants which are selling to the Government under price sup- 
ports. Midwest dairy farmers should realize that they would probably get 
lower prices with geographic price differentials in operation. 

There is no doubt that loss of eastern markets for Wisconsin producers and 
processors is undesirable. But on the other hand, the flat support does permit 
the geographic price differences to develop when eastern markets are short of 
butter and cheese. The program merely provides another outlet for products 
which eannot be consumed locally at the support price. 

When eastern and western markets don’t have a surplus, dairy products will be 
drawn from the Midwest to these areas. And if there is a surplus in all of these 
areas, the support program would not encourage movement in any direction. 
So there seems to be little need for varying CCC purchase prices in different 
areas. If the members of individual sales organizations wish to meet the com- 
petition and hold their regular markets they are free to make this choice. How- 
ever, any costs involved in doing so should not be forced on all producers in 
surplus areas. 

This discussion has intended to help farmers understand some of the problems 
which are involved in questions they often ask about the price-support program 
for dairy products. There are many practical difficulties involved in carrying out 
the present type of market supports. Despite the discussion above, it seems 
to us that the two major shortcomings of the present type program are essen- 
tially (1) that the market-support-type program works in a way which reducey 
the incentives and efforts of the dairy industry to merchandise its products at 
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effectively as it might, and (2) that segments of the industry whose products 
are not purchased under the support program often tend to suffer competitive 
disadvantages which work serious hardships on these plants and producers. 

It is questionable whether any type of support program would not encounter 
the same or equally difficult problems. Consequently while there are difficulties 
with the present program, this should not lead the dairy industry into hasty 
acceptance of a different program which might pose equally or more difficult 
problems, 

Mr. Aserneruy. Dr, Cook, you and your colleague have consumed 
exactly 30 minutes and left us exactly no minutes to ask questions. 
We do want to thank you for your statement. 

We will take about 3 minutes more for any questions any members 
of the committee desire to propound. 

Mr. AnprRESEN. Mr. Chairman, may I ask a question ? 

Mr. Aperneruy. Mr. Andresen. 

Mr. Anpresen. We are just in that situation. Would you care to 
comment ? 

Dr. Coox. I would rather not. 

Mr. Apernetuy. Mr. Johnson? Any member? 

All right. Thank you very much, Dr. Cook. 

Dr. Coox. Thank you. 

Mr. Aperneruy. Mr. Eckles. 


STATEMENT OF WILLIAM C. ECKLES, GENERAL MANAGER, PURE 
MILK PRODUCTS COOPERATIVE, FON DU LAC, WIS. 


Mr. Ecxtes. Mr. Chairman and members of the committee, I have 
a prepared statement, and I will highlight this material and let our 
farm witnesses have most of our time. 

Mr. AnperNETHY. You have 15 minutes. If you take less than that, 
that will be fine. 

Mr. Ecxuies. My name is W. C. Eckles. I am general manager of 
Pure Milk Products Cooperative, with offices at 18 West First Street, 
Fon du Lac, Wis. 

Pure Milk Products is a bargaining and service corporative, repre- 
senting both B, or manufactured-milk producers, and A, or fluid-milk 
producers. 

About 5,000 of its members’ milk is marketed in Chicago and Mil- 
waukee as fluid-producers’ milk, and the remaining producer-mem- 
bers’ milk is marketed in some 150 plants in various sections of 
Wisconsin. 

Pure Milk Products’ members marketed over 11% billion pounds 
of milk during 1954, which is roughly 10 percent of the total produc- 
tion in the State of Wisconsin, or 1 percent of milk-production mar- 
keting off farms. 

Some of the recommendations we make in this presentation are 
the result of Pure Milk Products’ annual meeting that was held on 
October 25 just past. 

Mr. Anerneruy. May I interrupt and inquire? You are speaking 
extemporaneously from this statement? 

Mr. Ecxues. Yes. 

Mr. Asernetruy. The statement, then, will be incorporated in the 
record, 

Mr. Ecxurs. That is right. 

(The statement referred to follows :) 
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STATEMENT OF PURE MILK PRODUCTS COOPERATIVE 


Pure Milk Products Cooperative is a Wisconsin dairy farmers service and bar- 
gaining cooperative that was established in 1929. It represents both B or manu- 
factured milk producers and A or fluid milk producers. It is chartered in Wiscon- 
sin and has authority to operate in the adjoining States of Illinois and Minnesota 
where considerable portions of its members’ milk is marketed. 

Pure Milk Products Cooperative has over 18,000 members on current member- 
ship agreements. About 5,000 of its members’ milk is marketed in Chicago and 
Milwaukee as fluid producers milk under Federal orders 41 and 7, respectively, 
The remaining producer members’ milk, over 12,000, is marketed to some 150 Wis- 
consin manufacturing plants where it is made into evaporated milk, butter, 
powdered milk, cheese, and various other manufactured milk products. 

Pure Milk Products Cooperative is the largest. organization of its kind in the 
country. Member fluid milk marketings in 1954 amounted to over 1,500,000,000 
pounds, or about 1% percent of the whole milk marketed from American dairy 
farms. This represents approximately 10 percent of the milk marketed off Wis- 
consin’s farms. 

The 26th annual convention of Pure Milk Products was held in Fond du Lac, 
Wis., October 25, 1955. There were over 1,500 delegates and members in attend- 
ance. 

These dairy farmers’ views, which I am presenting to you today, Mr. Chairman 
and committee members, were accepted and recommended by this cooperative’s 
26th annual convention. 

The critically serious situation confronting American farmers and dairy 
farmers in particular is shown on the following chart No. 1 and table No. 1. It 
shows an index of Wisconsin farm milk prices and an index of costs of commodi- 
ties bought by dairy farmers in the State of Wisconsin since 1935. The rela- 
tionship between prices received and prices paid during the last 2 years is in as 
bad a position as it was during the period between 1935 and 1940. 


TABLE 1 
(Index 1910-14= 100] 








area by Prices paid | ee ne | Prices paid 
Wisconsin by Wiscon- Wisconsin by Wiscon- 
Year farmers | ‘iM farmers Year farmers | Sin farmers 
for milk for com- for milk | £0F com- 
and dairy | ™Modities || and dairy | Modities 
ahd bought || Y | bought 
products | 1} products 
weer Ge acento Ria TTS! 
Gs a. conc cane dito one 104 124 NGA a tecnssia pees ot 287 204 
Pee a ae 118 126 45 65 dons bbb didncin ; 287 252 
piece cals 124 Se IF Wot cdtaccens aemanate 325 266 
IE ki cos iggy 100 R06 fh GO 6 2 sae0se 8 cn 2 242 256 
hen dmninn anitiiabinteeniiel 96 SEE det a Picci ticihnealetiitnih Gee 247 262 
1940... 108 TO AE WE ng Saks ~ <onsipecipesns 301 284 
BOR. 6 kip eadehdtaacetee- 144 132 {| FES £466 ec cwbswassbaaues 319 290 
Wecesmem-cupsbaheremaietidihie hal 166 155 l} DUNES Widele hdc A aabelataed 277 285 
Wee. oud btsn i.e 202 FOO ROM dine duce os chk aos 253 281 
BG dnjabidvaducaeibescesh 208 BT a a aia ie 243 283 
SOE: ccbsettiines ainoediudl 7 182 








Source: Wisconsin Crop and Livestock Reporting Service. 


However, the increasing level of prices paid is only part of the burden facing 
Wisconsin farmers. Chart 2 and table 2 show the trend for the past 45 years 
not only of prices paid by Wisconsin farmers for commodities bought, but also 
the trend of payments by Wisconsin farmers for interest and taxes. While in- 
terest rates are about the same as they were 45 years ago, other costs have in- 
creased sharply. In contrast to prices received by Wisconsin farmers for dairy 
prdoucts which are about 2.5 times the 1910-14 level, prices paid by farmers in 
Wisconsin for commodities bought are about 2.8 times the 1910-14 level and taxes 
are more than 5.5 times the 1910-14 level and increasing rapidly. 

As a result of this increasing disparity between prices received for milk and 
prices paid to operate his business the dairy farmer is in a serious economic 
plight. Only because he was able to accumulate some capital during World 


War II and in 1951 and 1952, has he been able to meet his obligations to date. 
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Chart 3 and table 3 show what has been happening to milk prices in Wisconsin 
in the past 5 years. This chart shows both the price received for 3.5 percent milk 
for manufacturing in Wisconsin, and the price of grade A milk in central Wis- 
consin. While the price of grade A milk for the Chicago market reached a peak 
of nearly $4.75 in 1952, the manufactured milk price never experienced such a 
sharp rise. Since that date both dropped sharply until the past year and a half, 
when they have been held relatively stable by the price-support program. During 
the recent fall months, the grade A price has shown the usual seasonal advance, 
but a similar seasonal advance has not been enjoyed by manufacturing milk 
producers, 

Farmers have now exhausted the reserves which they accumulated in those 
earlier periods of more favorable prices, and now they are having to fall back on 
their investments to stay in business. 


TABLE 2.—Index of prices paid by Wisconsin farmers, for commodities bought, 
interest and taxes, 1910-54 


[{Index: 1910-14= 100] 


| 
Log a, 
. | prices paic 
Year — | for commodi- 


Index of 

—_s Index of . prices paid ——- 
taxes paid for commodi- - 

ties bought | T#tes Paid ties bought | Tates paid 


Index of 
taxes paid 
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Percent 
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| Percent | Percent Percent 
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215 | 
198 | 
190 1] 
197 314 || 
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201 331 || 
194 309 |) 
179 253 | 
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Source: Wisconsin Co-op and Livestock Reporting Service, 


Dairy farmers are liquidating their capital investments, lowering the stand- 
ards of living of their families, and realizing very low returns per hour in 
producing milk for the 165 million people in this great country. They are the 
producers of the finest and most essential food for our people. 

Action must be taken to alleviate this serious problem if the American dairy 
farmer is to continue to produce the milk so essential to an ever-growing Ameri- 
can population. 

This deplorable condition confronting dairymen in an era when employment 
take-home pay of workers, and corporate earnings are at record highs must be 
corrected. Unless it is, the farm depression will move in to wreck the economy 
and high level of business activity and employment off the farms. 

Specifically, Pure Milk Products Cooperative recommends that action be taken 
forthwith to provide for dairy farm prices at not less than 90 percent of parity. 
This is possible under existing legislation. Such action can be taken by the 
Secretary of Agriculture without the enactment of new legislation. 

The Benson philosophy of reducing dairy support prices from 90 percent to 
75 percent of parity has not brought about the changes which he expected of it. 
Table 4 shows that the reduced prices to farmers did not bring proportionate 
reductions in consumer prices. Neither did it bring about a significant increase 
in the per capita consumption of dairy products. Instead, as is shown in table 
%, per capita consumption has remained quite stable throughout the post-World 
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PRICE TRENDS PER CWT. OF 3.5 MILK CHART 3 
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Milk prices in Wisconsin have 
dropped sharply from 1952 to 

1954, but have held at about 

the same level for the past year, 
Grade A prices as represented by 
the Chicago Zone 12 price have 
dropped more than the Wisconsin 
price paid farmers for manufactur- 
ing milk since 1952. Zone 12 
Grade A prices were 60¢ above 
manufacturing milk prices in 

1952, but less than 30¢ higher 

in 1954 and 1955. 
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TABLE 3.—Prices received by Wisconsin farmers per hundredweight of milk 
testing 3.5 percent butterfat, 1951-55 


Price per Price per 

hundred- Price per | hundred- Price per 

weight of hundred- | weight of hundred- 

grade A milk weight of grade A milk weight of 

Month for Chieago milk for | Month | for Chicago milk for 
market in manufactur- market in manufactur- 
zone 12 (cen-| ing in Wis- zone 12 (cen-| ing in Wis- 
tral Wis- | consin 2 tral Wis- consin ? 
consin) ! 4 | consin) ! 
i 
0 | 


—— ns 


| 
| 
| 
| 
| 
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}1—January - -- 
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March 
April. 
May 
June... 
July 
August 
September. 
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November.. 
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January. 
February. 
March 
April 
May 
June 
July 
August. - 
September 
October 
November 
December 
January .._- 
February. 
March 
April 
May. 


1953—June $3. 39 
July 3. 65 
August 6h 
September 75 
October 80 
November 73 
December 46 
January. 41 
February 4) 
March 37 

April 3.16 
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July 17 
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September 37 
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! Reported by Order 41 Administrator’s office. 
? Based on data from Wisconsin Crop and Livestock Reporting Service. 


War II period. At the same time production of milk and dairy products con- 
tinued to increase, as is shown in table 6. As we look at tables 5 and 6, we see 
that our increased consumption of dairy products has been chiefly that of a 
gzrowing population and not an increasing demand in response to lower prices. 

Milk processor margins remain near the highest levels in history and con- 
sumer costs are still high while dairy farm prices are at serious and near 
record low levels in terms of what they will buy. Prices received by farmers 
since World War II for milk going into manufactured dairy products, the ap- 
proximate equivalent wholesale value in the form of manufactured products, the 
margin left to processors, and the percentage of the wholesale value being paid 
to farmers are shown in tables 7, 8, and 9. 


TABLE 4.—Change in price support level of butter and cheese, and change in 
retail prices of butter, cheese, and fluid milk between periods April—June 1953 
and April—June 1954 * 


April-June, | April-June, | Percentage 
1953 1954 change 


Support price per pound: Cents 
Sutter, grade A (Chicago) - -- wt tatiesths tiation 65. 75 
Cheese, grade A- .- ; L 37. 00 
Retail price, United States: 
Creamery butter, per pound ‘ — 78. 50 
American processed cheese, per pene... ial ‘ 60. 00 57. ¢ —4.5 
Fluid milk, per quart 4 Rican haces en RAE se aceran 22. 30 21. —2.2 


1 Source: Dairy Situation, February 21, 1955, Agricultural Marketing Service, U. 5. Department of 
Agriculture. 
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TABLE 5.—Per capita consumption of milk and specified dairy products, United 
States, 1948-547 











! 
| 
5-year | 
average, 1952 | 1953 | 1954 
1948-52 
: sieeseillhitit Re cireeeratti anhalt enemies item 
Fe BI ig daieeiddinnncexccactascunitdeibeah pounds. . 352 352 350 352 
SR ini bing ke socio gush aeipie nade oaeane Cin 7.2 7.5 7.4 7 
ND iit horned cerushaiitinasanidsisiitel imei saan I oa 5.2 5.3 5.0 | 5.3 
IN a lioncg ict oi cic ges wu bide onlina chic adcdcn cubes winleeeee do__-- 9.8 8.6 8.6 9.0 
Dees Gay Wile We sc dnp oedseonbaunene do_-_.- 3.8 4.6 4.1 | 4.6 
UU PONE. i. cies cw nk <ideucccens ds dondaskhevene gallons. 3.7 3.7 3.7 3.5 


1 Source: Agricultural Marketing Service, U. S. Department of Agriculture. 


TABLE 6.—Production of milk and specified dairy products, United States, 








1948-547 

Byear aver! igsp | 1953 1954 

age, 1948-52 | 
Total milk production on farms. -___- million pounds. - 115, 063 115, 197 121, 149 | 123, 502 
All cheese............. sane Ud acai thousand pounds..| 1,164,172 | 1,170,262) 1,344,836 1, 383, 104 
I CB isi od. 3. vii ncn wane ceabngiionss Oe... 881, 127 849,817 | 1,021,492 | 1, 042, 345 
COE I aia uikis, «as cn lies charge niente a me. do_....| 1,279,999 | 1,188,170 | 1,411,814 1, 448, 688 
Spee GY UNI ig ee a do... 821, 731 863,220 | 1, 212,995 1, 402, 374 
NONI... ese acitnaa neces Ktinaniiieedl thousand gallons. - 570, 089 592, 705 602, 734 596, 999 

| | 


1 Source: Agricultural Marketing Service, U. 8. Department of Agriculture. 


Reduced dairy farm prices necessitate maintaining or increasing milk pro- 
duction to meet ever-increasing farm costs of production, taxes, and costs of 
living. Only 3 times in the past 15 years has there been a reduction in our 
annual milk production, and each of those reductions has occurred near the 
end of a succession of increases in the annual average price received by farmers 
for milk sold to plants and dealers. Those periods are shown in table 10, as 
follows: 1948 following a series of 4 annual increases, 1947 and 1948 following 
successive increases from 1945, and 1951 and 1952 at the close of the series of 
relatively high prices experienced in connection with the Korean conflict. The 
same table shows that we had previous experience with increasing production 
in response to a decreasing price. When prices dropped sharply from 1948 
to 1949, farmers tried to maintain their income by increasing production in 
1949 and 1950. The same thing happened again from 1952 to 1954. 

Again, Pure Milk Products Cooperative recommends that the Secretary of 
Agriculture act immediately to support dairy prices at 90 percent of parity. 

In accordance with the resolutions adopted at our recent annual convention, 
we make the following recommendations to Congress. 


TABLE 7.— United States average price paid farmers per hundredweight of 3.5 
percent milk by creameries, its approximate equivalent wholesale value in 
butter and nonfat dry milk solids, the difference left to plants for processing 
costs, and the percentage of wholesale product value paid to farmers, 1948-55 


United States Wholesale 
average price value of 4.2 | Difference left | Percentage of 
paid farmers by} pounds of to processor for | wholesale value 


Year creameries per | butter and 8.5 | cost of manu- | paid to farmers 
ewt. of 3.5 per- | pounds of non- facture (percent) 
cent milk fat dry milk 

FOE gnc ccincscsinbhetinescctentbiliaens $3. 65 $4. 44 $0. 79 82 
1949_...... iciibspsiotiananieie ies cola 2. 83 | 3. 59 76 79 
Fa cctnscccelbidbcncnsmedadbseaue } 2. 86 | 3. 60 .74 79 
PE Sa cccctccvdshbedhbendiicndetedidines 3. 42 | 4.13 71 83 
Si icoh pnccnsullh Micnponnmeiediatan 3.61 | 4.41 ‘80 82 
I seicshien iisnas toni eth iKtiinsaeia dplbidiaie ciimac anal 3. 24 4. 06 . 82 80 
Ri dincacdcnemiaticnnenna ieaciuieiuale 2, 92 3. 78 . 86 77 
TOSS Sess Ai. 20 isk, peed 2. 89 | 3. 66 77 79 





1 1st 9 months only. 
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TABLE 8.—United States average price paid farmers per hundredweight of 3.5 
percent milk by American cheese factories, its approximate equivalent whole- 
sale value in Cheddars, the difference left to plants for processing costs, and 
the percentage of wholesale product value paid to farmers, 1948-55 
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! Does not include value of whey or whey cream. 
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Price supports 


Pure Milk Products Cooperative stands for effective price supports that will 
afford dairymen 100 percent of parity. We adhere to the principle of self-help, 
but until such can become a reality, we must place our reliance in price stabili- 
zation by the Government. We are not satisfied with the present price-support 
program. Under it, dairy farmers have not received 90 percent of parity. Their 
net return has been steadily declining. Under the present program, plant oper- 
ators rather than farmers have received the full benefit. 

With the dairy farmers carrying 95 percent of the total investments in the 
dairy business, we believe that dairymen should be assured of at least 90 percent 
of parity to protect their investment in the capital facilities necessary to pro- 
duce an adequate supply of this most essential food—milk. 

We recommend the use of direct payments by the Government to farmers, 
because they are necessary to accomplish this purpose. 


Production controls 


Pure Milk Products Cooperative stands ready to accept production controls, 
if necessary, to obtain 100 percent of parity. However, we insist that if produc- 
tion controls are used, it be only with the following limitations and safeguards: 

1. That the Government at all times maintains a price to the dairyman of at 
least 100 percent of parity. 


TABLE 9.—United States average price paid farmers per hundredweight of 3.5 
percent milk by condenseries, its approximate equivalent wholesale value in 
unsweetened evaporated milk, the difference left to plants for processing costs, 
and the percentage of wholesale product value paid to farmers, 1948-55 


| United States | gare 3 | | 

| average price | Jholesale | 4, : 

| paid farmers | value of a case | Z ae | 

|by condenseries' of unsweetened | a ee é mien : 
per hundred evaporated | ae ee 

weight of 3.5 | ee 

percent milk | | 


Percentage of 
wholesale value 
paid to farmers 
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TABLE 10.—Milk production on farms, United States and Wisconsin, and United 
States, average price paid farmers per hundredweight of milk delivered to 
plants and dealers, 1940-54 


Total milk production | 
on farms 
| United States 


Year | | | average price 
|United States} Wisconsin | to farmers! 

(million | (million | 

pounds) | pounds) | 

| 

a 
1940 ees SNE: al ats .| 109, 412 | 12, 665 | $1. 82 
1941 ew Suusawe sees = SSeNSseyeesseeeceuray 115, 088 | 13, 625 | 2.19 
1942 ip ieeeette singe? 2S ae Sree enna 118, 533 | 14, 239 2. 58 
1943... So emebal okcenk sds cee Seeks cb neta cba eees | 117,017 | 14, 100 3.12 
1944 a hiicancn Gee aad ; om, heseekanee ioih 117, 025 | 14, 042 | 3. 21 
er CS eevee» SS angi min deebiamheeih- ated 119, 828 14, 939 | 3.19 
SI circicinses cin sodlialoient Vienw:n cs 0.60),arn Sana ise fase aT “a 117, 697 14, 993 | 3. 99 
1947 ew iab Sos slp teale hdd & ms stent S/he chin im din EGS as he ee ms 116, 814 15, 034 | 4.27 
etn ae ok ic I ae 112, 671 14, 384 | 4. 88 
1949. soewoe eae ke nae die eve nscn+ne bee : 116, 103 14, 998 | 3.95 
Rb datiie mae ih t bideictnnaaccunueee ; « «2s Speoleteiainels | 116, 602 14, 796 | 3. 89 
Tar ae ee eee 115, 591 15, 212 | 4. 58 
Os ca a Bae a at Se dian chia ae ip ainsi 115, 197 15, 272 | 4.85 
Re ecbutasteehiney rican bas ecdeon Scaniacsopigen lene 121, 219 15, 989 | 4.31 
POA sicdiin pseciciacnblatsita Bretiniehicnn wantiaie ete nabs te 123, 502 | 16, 550 | 3. 96 


Does not include production payments made during World War II. 


Source: Farm Production Disposition, and Income from Milk, Agricultural Marketing Service, U. 
Department of Agriculture. 
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2. That such controls be applied across the board to all butterfat and milk in 
the market place and to all dairymen, whether they be large or small producers. 

3. That the Government keep in reserve at all times an adequate reserve of 
dairy products with which to meet all foreseeable contingencies before said 
production controls are imposed. 

4. That these reserves be used by the Government only in times of emergency. 

We have had ample experience with the need for reserves in recent years. We 
experienced a vital need for more milk and dairy products during World War II, 
and part of this need was satisfied from cold-storage stocks accumulated in earlier 
and more plentiful periods. For example—we reduced our cold-storage holdings 
from September 1943 to September 1944 by 92 million pounds of butter, 32 million 
pounds of cheese, and 57 million pounds of evaporated milk. The reduction in 
cold-sotrage holdings of these 3 products alone amounted to about 2,375 mil- 
lion pounds of milk, or about 2.5 percent of all milk and cream marketed in 
the United States in that year. Further shortages experienced during World 
War II indicated that a reserve equivalent to 5 percent of our annual milk 
production would not have been too large. 


Government leasing of surplus acres 


Pure Milk Products Cooperative recommends that the Government lease farm- 
lands which are thrown out of production through the imposition of production 
controls. We reaffirm our past stand against any use of diverted acres which 
will artificially stimulate the production of livestock and milk products. Such 
land should be rented by the Government, and used as a soil bank and as an 
added impetus for better soil conservation. 

Self-help 

We recommend that if Congress passes the enabling legislation which will 
result in the imposition of self-help for the dairy industry that the bill should 
contain the following provisions as safeguards for the dairy farmer: 

1. A clause specifically stating that the Government owes a responsibility to 
its citizens to maintain an adequate reserve of dairy products at all times, 
equaling approximately 5 percent of the Nation’s milk production. Such a reserve 
would be set aside by the Government, and would enter channels of domestic 
trade only when the President of the United States declares a food emergency. 

2. Provide a maximum limitation of the stabilization fee which can be levied 
on farmers by the stabilization board. 

3. Provide that workable production controls must be imposed on all pro- 
ducers whenever milk production exceeds reasonable prescribed limits. 





INVESTIGATION OF DAIRYING, 1955 113 


4. Provide adequate protection to the dairy industry from governmental im- 
posed diverted acres and from the importation of foreign dairy products. 


Surplus disposal 

We believe that the surplus dairy products held by the Commodity Credit 
Corporation can be put to excellent use as donations to schools, hospitals, the 
Armed Forces, and to needy families in the United States. We believe that 
complete disposal, other than a reasonable reserve for emergencies, should be 
made of all such products at the earliest possible date in order to eliminate their 
depressing influence on prices paid to farmers for milk. We think that every 
effort should be made to dispose of these stocks in a manner that will build 
future domeste markets and at the same time will supplement the nutritional 
needs of our needy people. 

We commend Congress for their efforts the past year in stimulating the use 
of dairy products in our schools and in the Nation’s Armed Forces, and we 
recommend that Congress take action to increase the consumption of milk and 
dairy products by people of all ages. We believe that such objectives may be 
met in part by the use of a food-stamp plan, and we recommend that Congress 
give serious consideration to the enactment of such a plan for the disposal to 
Americans of surplus food products held by the Government. 

Large expenses are being incurred by the Government in giving surplus foods 
to foreign countries. Let’s put a plan in effect to feed our undernourished 
Americans first. 


Import quotas 

Pure Milk Products Cooperative believes in the expansion of America’s 
foreign trade. However, we also believe that all treaties must be negotiated 
for the mutual benefit of buyer and seller. The importation of dairy products 
should in no way impair present Government support programs or dairy- 
production patterns. 

We, therefore, urge Congress to maintain strict import quotas on all dairy 
produets as long as the Nation’s dairymen are producing milk and butterfat in 
excess of domestic consumption. 


Parity on manufactured milk 


We recommend that Congress act to define manufactured milk parity and 
parity eqivalent for manufactured milk. Farmers are not benefited by receiving 
higher percentages of parity when such increases are caused by changes in 
the method of computing parity rather than by increases in the price received 
for milk by farmers, 

The parity equivalent for manufactured milk is now determined by admin- 
istrative ruling, rather than by congressional action. The Department of Agri- 
culture has redefined parity equivalent for manufactured milk by a succession 
of decreasing percentages of parity for all milk. Consequently, farmers have 
been receiving higher percentages of parity for manufactued milk without 
either an increase in the number of dollars received or a decrease in prices paid 
for costs of milk production. We would like to point out that present-day 
manufactured milk is probably equivalent in quality to the best milk available 
in the years when parity was established, and we see no reason for defining 
parity for manufactured milk by successive decreases in the percentage of parity 
for all milk as increasing amounts of milk are used in fluid outlets. 

We recommend that Congress take immediate measures to provide a parity 
definition for manufactured milk that will have some meaning to farmers from 
the standpoint of returns. 


Cheese price supports 


We believe that it is the Government’s function in its price-support program 
to maintain a balanced purchase-price ratio between cheese and the butter- 
powder combination. Cheese is not only Wisconsin’s and America’s most dis- 
tinctive dairy product; it is also a major market for both the fat and nonfat 
portions of milk. We oppose any Government program or policy which is 
discriminatory or harmful in any way toward cheese or its production. 

Enormous increases in pe capita consumption have taken place in recent years 
while butter consumption has decreased. Cheese production must be encouraged. 

We also recommend that consideration be given in the support program to 
Swiss cheese and to evaporated milk. These products are of major importance 
to Wisconsin dairy farmers. Swiss cheese uses some 500 million pounds of 
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Wisconsin milk per year while about a billion pounds is used in evaporated milk. 
If it were not for these products this milk might well be diverted to the manu- 
facture of other dairy products. 

We believe that it is better to continue the use of our milk in those products 
than to abandon those markets and retool our dairy plants to take advantage of 
the support prices for other dairy products. 


Federal milk orders 


We believe in the principles embodied in the Agricultural Marketing Act of 
1937, and the Federal milk orders, and oppose any amendments which would 
make the above-mentioned program less effective. We believe, however, that 
the time has come when areas covered by milk orders should be enlarged and 
consolidated on the basis of economic and geographic considerations, Likewise, 
we believe that the principles and applications of milk orders should be extended 
into the field of manufactured dairy products to assure minimum prices for milk 
going into the various manufacturing uses. 


Dairy promotion, advertising, and research 


Pure Milk Products Cooperative has long supported the work of the American 
Dairy Association, the Chicago Milk Foundation, and the Milwaukee and National 
Dairy Council in their efforts to promote the sale and consumption of more dairy 
products. We do not believe, however, that advertising and promotion can cure 
all the problems confronting the dairy farmer. Government and health regu- 
lations, more efficient processing and packaging, and better methods of marketing 
and distribution are of great importance in improving the welfare of the farmer. 
We, therefore, urge that Congress enact bill S. 788, offered by our own Senator 
Wiley to establish a dairy research laboratory in order to expand and coordinate 
all of the dairy research in the country. 


School milk 


We commend Congress for its wisdom in authorizing $50 million for the past 
year and $50 million for this year to finance the school milk programs. This 
program has already proved successful, with thousands of schools and school- 
children participating, and with substantial increases in milk consumption by 
school children during the past school year. 

We believe that the success of the current program indicates that it is now 
time to expand this program to provide milk daily to all primary and secondary 
schools, at no charge to the children. We believe that such a program would 
serve a twofold purpose. In the immediate future, it would go far toward the 
elimination of the need for Government expenditures in a price-support program, 
since it would bring about substantial increases in the consumption. However, we 
do not believe that such a program should be considered as an emergency or sur- 
plus disposal program. 

In the long run we believe that the increased consumption of milk by children 
in our schools would be reflected in the improved health of our Nation. 

Based on the 1950 census, there should now be nearly 30 million children of 
elementary school age, or from 5 to 14 years old. If each of those children were 
to consume a pint of milk daily in school, it would not only improve the health 
of the Nation but it would also mean the consumption of about 5 billion pounds 
of milk per year in our schools. If such a program were expanded to include 
children of high-school age, it might result in the consumption of nearly 7 billion 
pounds of milk per year in schools. 

The nutritious character of milk is recognized without question, and we believe 
such a program would go far toward correcting some of the health defects that 
received so much publicity during World War II when large percentages of our 
eligible aged servicemen were found malnourished. 

There are unrefutable arguments, both economic and nutritional, justifying 
such a program. We believe that we are thoroughly justified in asking Congress 
to spend a few million dollars each year to better feed America’s young people 
when we have been giving hundreds of millions of dollars’ worth of dairy products 
to other people of the world. 


Butter and cheese grading 


Pure Miik Products Cooperative believes that all butter and cheese purchased 
by consumers throughout the Nation should be sold by grade under approved 
grade labels. This label should bear both the grade and the date when the 
product is last graded and offered to the retailer for resale. Through grading 
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and labeling, consumers are protected and the production and consumption of 
quality dairy products are encouraged. 

We urge the Federal Government to institute compulsory grades for these 
products, and that all butter and cheese moving in consumer packages in inter- 
state commerce bear the proper grade label for consumer protection. 

Trade barriers 

Pure Milk Products Cooperative is opposed to all unreasonable trade barriers. 
We know that all regulations are inherently restrictive. Therefore so-called 
barriers must be measured by their purpose and effect. Unquestionably harmful 
trade barriers do exist. We find them in local and State health regulations, 
State milk-control laws, and occasionally in Federal milk orders. We are 
opposed to unnecessarily impeding the free flow of milk or milk products from 
Wisconsin into the channels of interstate commerce. 

In accordance with this belief, we urge Congress to take action to promote 
uniformity of dairy farm inspection requirements, and to assure the free flow of 
milk and dairy products within the Nation. 

Accelerated brucellosis program 


Brucellosis eradication is now recognized as an important step in the insur- 
ance of a safe and wholesome milk supply. Government appropriations for the 
payment of indemnities have become an indispensable part of such programs. 
The State of Wisconsin has contributed generous appropriations for such pro- 
grams, and has expanded them from county to county until it now appears that 
Wisconsin will become a bangs-free State within the coming year. 

We urge Congress to continue adequate appropriations for indemnities and 
enact legislation to actively promote the elimination of brucellosis on a national 
basis at the earliest possible date. 


CONCLUSIONS 


The sale of milk and cream, and of meat animals from dairy herds makes 
dairying the largest single segment of the Nation’s agricultural economy. Dairy 
farmers carry some 95 percent of the total capital investment of the entire dairy 
industry in contrast to only about 5 percent for processing and distribution 
agencies. With this heavy investment by the farmers themselves it becomes 
exceedingly important that we maintain the economy of the dairy industry at 
a level sufficiently healthy to protect those investments. 

Mr. Ecxues. I would like to set forth the serious situation with 
respect to dairying, and it is shown in chart No. 1, which is an index 
of prices received by dairying farmers for milk in Wisconsin and an 
index of commodities bought by Wisconsin farmers to conduct their 
farm operations. 

That is shown for the period 1935 through 1955, and the situation 
in the last couple of years indicates that it is as bad as it was back in 
the late thirties. The disparities between income and the cost of do- 
—o at the farm level are increasing and are wide at this time. 

he chart on page 5 shows the indexes of prices paid by Wisconsin 
farmers for commodities bought and an index of interest paid for 
money borrowed by Wisconsin farmers and an index of taxes paid 
by Wisconsin farmers for the period 1910 to 1955. 

It also shows substantial increases in all items except the rates of 
interest paid for money, which have been down some in the last 5 or 
10 years. 

he tax load has increased appreciably since 1945 and is continuing 
to rise. That has resulted in the net money going back to dairy farm- 
ers being less, and the farm squeeze that we have all been hearing 
about is very definitely a reality and is very serious. 

Mr. Anpresen. Mr. Chairman, may I ask a question ? 

Mr. Anerneruy. Mr. Andresen. 
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Mr. AnprESEN. When you refer to taxes, do you mean real estate 
or State income taxes, or do you refer to all taxes? 

Mr. Ecxues. All taxes. 

Mr. AnpresEeN. What share of that is local and what share is 
Federal ? 

Mr. Ecxues. I do not know. These are figures that were secured 
from the Wisconsin Crop and Livestock Reporting Service. They 
are all taxes paid, property tax, real estate and so forth, personal 
property, real estate. 

Mr. AnpREsEN. I notice, since 1945, your increase in taxes has nearly 
doubled. 

Mr. Ecxies. That is right. 

Mr. Anpresen. That would be true of a real-estate tax more so than 
with State income tax or Federal income tax, would it not? 

Mr. Ecxtes. I think that is correct. The total tax picture is re- 
flected there. It is roughly five and a half times what it was in the 
base period. The cost of commodities bought is about 2.8 times what 
it was in that period. It reflects a serious situation with respect to 
net money available to the dairy farm operators. 

Mr. Anpresen. The Federal Government, and this committee has 
no jurisdiction over real-estate taxes levied locally through action in 
the State legislature. 

Mr. Exes. That is correct, but the importance of this thing is 
shown as to its effect on farmers and their net income. 

Many farmers are using up the reserves that they have accumulated 
during earlier and more favorable periods, and are having to fall 
back on their capital investments in order to stay in business, 

Chart ITI shows the prices of milk in Wisconsin graphically for the 
period from 1951 to 1955, both grade A milk, as reflected in the mar- 
kets of Wisconsin, and the manufactured milk prices. Those have 
shown substantial declines since 1951 and 1953, and leveled off in the 
last year and are running at comparable levels, or just slightly above 
1954, during the period of 1955. 

We think that action must be taken to correct this deplorable con- 
dition on these dairy farms. This is happening at a time when the 
take-home pay of the workers, corporate earnings, and other business 
enterprises are at exceptionally high levels, and continuation of the 
serious situation that dairy farmers and farmers generally are in can 
result in serious effects on business generally, throughout the Nation. 

Agriculture is our basic industry in this country, and it is the source 
of our food and a big part of our shelter and clothing. 

We do not feel that the reducing of support prices from 90 percent 
to 75 percent of parity has brought about the results that were anti- 
cipated by Secretary Benson and the Department of Agriculture. 
When they were introduced they anticipated that the reduced prices 
would reduce production and increase consumption. This indicates 
that that has not come about. Production has had to be maintained 
in order for dairy farmers to meet their family living obligations and 
for the maintenance of their farms, and their standard of living has 
been reduced by the result of having less net income, due to the in- 
creased cost of farming. 

The increase in consumption that would be anticipated by having 
reduced consumer prices has not come about. There is material here 
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to show that the increases in per capita consumption can be traced di- 
rectly and particularly to the increased population. The price levels 
that consumers have been charged have not been reduced proportion- 
ately, as compared to farm prices. 

In other words, the consumers are still paying relatively high prices, 
with producer support levels being reduced 18 to 20 percent, when they 
were brought down from 90 to 75 percent of parity. 

Margins have remained exceptionally high, and have increased 
between producer prices and consumer prices, as the farm prices have 
been brought down. 

As mentioned earlier, we thing that the increased cost that farm- 
ers have had as a result of the cost of production items going on up 
and price levels being reduced, has necessitated dairy farmers pro- 
ducing more milk in order to stay in business and try to maintain 
a standard of living to which they are entitled. oe 

We believe and would recommend that the price levels of dairying 
be inceased to 90 percent of parity by the Secretary of Agriculture. 
This is action that can be taken under existing legislation and would 
contribute to solving the serious problem that dairy farmers in Wis- 
consin and the Nation face. 

We have some other specific recommendations. 

Mr. Latrp. May I ask a question ? 

Mr. Apernetuy. Mr. Laird. 

Mr. Larrp. Your recommendation, then, is for 90 percent of sup- 
ports without production control ? 

Mr. Ecxies. Under the existing law that is on the books, the Secre- 
tary has the discretion of supporting prices between 75 and 90 per- 
cent of parity, without production control. 

Mr. Larrp. And you think that we should establish it at 90 percent 
without production control ? 

Mr. Ecxtes. I think it could. 

Mr. Larrp. Thank you. 

Mr. Eckies. We recommend minimum price supports of 90 percent 
of parity. 

We believe that the present program has been unsuccessful in main- 
taining the price level to farmers that was intended by Congress. It 
has resulted, in our opinion, in a support program to the processing 
industry, with no assurance that the money does move down to the 
farmer. 

We believe a program should be used that gives the dairy farmers the 
assurance that the returns intended by Congress move to them. 

Dairy farmers carry about 95 percent of the total investment in the 
dairy business in the Nation, an important segment of our agriculture 
economy that contributes a greater percentage of income than any 
single item, when you consider the marketings of animals off the farms. 

We recommend direct payments by the Government to the farmers, 
hecause we believe this is the method of seeing that the dairy farmers 
get the supports that were intended for them. q 

In order to secure 100 percent of parity, we believe production 
controls applied with the following reservations would be satisfactory. 

W e beheve that the Government, as such, has a responsibility to 
maintam prices to dairymen at 100 percent of parity, that such con- 
trols become a reality, and as needed to secure that price, should apply 
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across the board to all dairy farmers in that. market, milk or butter- 
fat, off their farms, nationwide, not just the group that market pro- 
duction from 4 or 5 cows or more, applicable to all. 

Mr. AnprEsEN. Do that on a quota basis for each farmer marketing 
milk ? ' 

Mr. Ecxtes. I think that is the principle that would have to be 
followed, based on prior marketing off his farm. I do not think it 
can be done at all, on an animal-unit basis, or not done practically. 

Mr. Anpresen. How would you administer that, with 3 or 4 million 
dairy farmers in the country ? 

Mr. Ecxxes. I think it would be auite a job. But the administra- 
tion of that type of thing is possible, I think—without question, it 
would involve a lot of work. There is no question about it. It would 
require a lot of figures at local levels. But, if it needs to be done in 
oe to assure dairy farmers a right income or a reasonable income, 
I think it should be done. 

Mr. AnpresEN. Do you think there would be voluntary cooperation 
on the part of the dairy farmers to self-administer such a quota 
proposition ? 

Mr. Ecxstes. I think the majority of the dairy farmers would be 
receptive to cooperating, in order to-accomplish 100 percent of parity 
return for their markets. 

Mr. Apernetuy. May I ask a question? 

Mr. Ecxsuzs. You bet. 

Mr. Aserneruy. Your organization recommends that dairy prod- 
ucts be supported at 90 percent of parity and unlimited production? 

Mr. Ecxues. As a minimum. 

Mr. Apernetuy. At 90 percent of parity with unlimited production, 
no production controls, and 100 percent of parity with production 
controls? That is the substance of your recommendations; is it not? 

Mr. Ecxtes. That is right, if the production is going to exceed rea- 
sonable amounts—— 

Mr. Apernetuy. Yes. 

Now, suppose the other commodities come along and request a 
comparable program? You raise a lot of wheat up in this country. 
Then do you think they would have a good case to have wheat. sup- 
ported at 100 percent of parity with production controls or 90 per- 
cent with unlimited production ? 

Mr. Ecxtes. I think in dealing with milk, Mr. Chairman, you are 
dealing with a commodity that has an exceptionally important place 
with American health. 

Mr. Asernetruy. Bread is important too, you know. 

Mr. Ecxues. Bread, milk, cloth, meat—— 

Mr, AserNeTuy (interrupting). And clothing. 

Mr. Ecxes. The production of milk is not-something you can put 
in a crop in the spring and harvest it out 90 days later. 

Mr. Asernetuy. I understand that. How can you justify support- 
ing one with certain percentage with no controls and not the other, 
in the same fashion? Tell me how you can do it? 

Mr. Ecxues. We are not proposing the program for the other com- 
modities. 

Mr. Anernetuy. I know, but we have to pass on all of them. 

Mr. Ecxues. That is true. 
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Mr. Anernetuy. I do not know what the reaction of Congress will 
be with respect to production controls and price support programs 
on the other products. 

Mr. Ecxrss. I am inclined to think that agriculture is important 
enough in this country that the support levels on practically all of 
the products should be substantially higher than they are. 

Mr. Asernetuy. Which would you rather have—90 percent of 
parity and controls, or 80 percent of parity and no controls? Which, 
| understand, is what you are now getting. Which would you rather 
have? 

Mr. Ecxurs. You are asking me personally ? 

Mr. Aperneruy. Yes. 

Mr. Ecxixzs. I think if I were in the position that the dairy farmers 
are in at this time, of reduced income, my personal reaction would 
be a reasonable control when it 

Mr. AperneTuy. That was not my question: Which would you 
rather have, 90 percent of parity with controls or 80 percent of parity 
and no controls? 

Mr. Ecxtes. Well, with no extra production over and above what 
we presently have, I think we would take the 80 percent without 
controls. 

My personal reaction is that we would. But, I believe that a food as 
important as milk, should be maintained at a minimum of 90 percent 
of parity. 

Mr. AperNeTuy. What about bread ? 

Mr. Ecxuzs. I think bread is awfully important, but it is not the 
type of product that you have in milk, that it takes 2 or 3 years to get 
the production of it. It is a crop item. 

Mr. Apsernetuy. Allright. Your 3 minutes are up now. Can you 
finish in 2 minutes? 

Mr. Ecxurs. We have other reservations in connection with that 
production control that I would want to set out. 

We think the Government has a responsibility of maintaining an 
adequate reserve of milk supplies in the form of butter, powder, and 
other manufactured products, to insure a supply to meet contingen- 
cies, pr that the Government would use those only in those emergency 

periods. 
We have suggestions and recommendations on the leasing of surplus 
lands to get them out of production. We think the self-help program 
should be enacted with recommendations by national milk producers. 
There should be restrictions in it as to the total amount of assessment 
placed on farmers, that it incorporate a production control mechan- 
ism, when milk production is anticipated to exceed reasonable amounts 
over and above consumer demand in this country, and that those re- 
serves by the Government that we spoke of earlier should be main- 
tained, 

We believe in expansion of surplus disposal programs and would 
recommend the use of stamp plans or some other method of getting 
the milk and dairy products to low-income families and to Americans, 
in preference to some of our gifts to foreign countries. 

Let us try to do the job of feeding and building a better nation here 
at home ahead of some of our foreign gifts. 

We have recommendations, that import quotas be maintained when 
production exceeds domestic demand. 
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Those are reasonable ones. We believe the support programs pres- 
ently should be extended to evaporated milk and swiss cheese and 
manufactured products. 

We believe that we should maintain the milk order program and 
expand it to the important stable markets. 

We believe in dairy promotion, advertising and research by the 
farmers, and we believe in the assistance given by national programs 
enacted by Congress, and we therefore recommend enactment of Sen- 
ate bill 788, to provide for a research center through which improved 
methods and new products of dairy could be developed. 

We believe in a national program for butter and cheese grades, and 
we believe it was necessary for Congress to act on these matters forth- 
with, in order to correct some of the serious situations faced by the 
American dairy farmers in Wisconsin, particularly. 

I have run over my time. 

Mr. Apernetuy. That is all right. We helped you do it. 

We thank you for your statement. 

That will be all. 

Mr. Ecxxies. Thank you very much. 

Mr. Aserneruy. Mr. R. E. Miller? 

Mr. Ecktes. We have Mr. Allen. 

Mr. Asernetuy. All right, Mr. Allen. 


STATEMENT OF ALVIN P. ALLEN, A DAIRY FARMER, 
OSHKOSH, WIS. 


Mr. Auten. I am Alvin Allen, a dairy farmer, living near Osh- 
kosh, Wis. 

Honorable members of the United States House of Representatives, 
Subcommittee on Dairy Products of the Committee on Agriculture, 
gentlemen I wish to bring to your attention the precarious condition 
of dairy farmers in the central part of Wisconsin. 

Dairy farmers, especially young farmers many of whom served 
your country and mine during the recent wars in Europe and Asia, 
find that they cannot make the milk check pay for interest, taxes, ma- 
chinery repair, and other farm expenses, and are therefore asking 
for additional loans to pay back bills at the feed store, at the repair 
shop, and for fertilizer. ‘These have been piling up while the doctor 
bills, grocery bills, and clothing bills have been paid and now this fall, 
knowing that the milk check will not any more than take care of cur- 
rent expenses, they are trying to increase their mortgage in hopes 
that milk will be a better price in the future and then back debts can 
be paid. 

In 1945 farm mortgage deb tstood at $7.7 billion. At the beginning 
of 1955 it stood at $15.5 billion, and in the first half of 1955 mortgage 
debt increased 29 percent over the same period in 1954. Non-real-estate 
farm debts are the highest in history and amounted to $7.3 billion 
in mid 1955 for an increase of 9 percent from a year ago. At the same 
time, the Federal Reserve bank tells us that the average net income per 
farm operator has dropped about one-fourth from what it was in 
1951. 

I am a director of the local national farm loan association, and at 
our last directors meeting, we voted to foreclose on one farm in Fond 
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du Lae County and another one in Winnebago County. It is the first 
time in years that our four-county association has had to foreclose on 
a farmer, but both of these farmers are over a year behind on interest 
and taxes. On one of them, we had to renew the fire-insurance policy 
on the farm buildings. Quite a number of other farms are behind a 
few months on their loan interest and we expect to foreclose on them 
at a later direetors meeting, but we want to give every borrower every 
chance possible to make good. 

A large part of the national farm loan business is now refinancing 
loans. Borrowers who have loans and are behind on machinery or 
other current bills or whose buildings need repair, are borrowing ad- 
ditional money to catch up and make these ore vir repairs. In normal 
times, there is enough money from the milk check to take care of all 
expenses, but at present prices, it is almost impossible to keep up. 

My son, who has been farming 4 years, could not see where he would 
be able to buy fertilizer last spring and his crop yields were much 
lower-this year. He started farming at a time when dairy cattle 
and machinery were very high, and by the time he got his first crops 
inthe ground, he was in debt nearly $20,000 on a 125-acre farm and still 
had to use about half of my machinery to harvest his crops with. Last 
week, he sold the farm and is going to let someone else worry about 
paying interest for a while. 

The first week in November, a Winnebago County farmer called me 
and asked for $3,000 additional loan. I asked the farm appraiser 
to go with me to this farm and we found that his loan was already as 
much as his farm could stand; yet he was behind $3,000 on machinery 
that he had purchased last May. He had a very nice herd of dairy 
cattle. 

Cases like this are becoming very common all over the dairy dis- 
triets of Wisconsin while the middlemen who are handling the rarm- 
ers products are making millions. The farm neighbors who I come 
in contact with from day to day, are at a loss to know whether to keep 
their cows in hopes of dairy prices catching up with the high cost of 
dairy-farm operations, or to sell their cows and raise canning crops 
and other cash crops that will take less labor and expense. Cash crop- 
ping on the lands of this part of Wisconsin soon depletes the humus and 
soil fertility and then a farmer has an empty farm as well as an empty 
dairy barn, and no farmer who likes farming likes to work a poor 
farm or see a barn full of empty stanchions. 

Gentlemen, I recommend that direct payments be paid to farmers, 
as was done during World War II, so that the dairy farmers will 
make at least 75 cents per hour instead of the 40 cents they are receiv- 
ing now. Under the present system of price supports, the middlemen 
are getting all the advantages. They may take what profit they 
want and very little of the price support is passed on to the farmer. 
The dealer may dispose of his surplus to the Government instead of 
making an effort to dispose of it to the public through advertising 
and salesmanship. I believe direct payments is the only way to 
correct this situation. 

Another thing I like about the direct payments to farmers is the 
public relations. The dairy industry has only a small part of the 
total value of the products held by CCC, yet the public makes 10 

69970—56——9 
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times as much cry over the dairy surplus as they do over the total of al] 
other products held by CCC. 

Mr. Aserneruy. Mr, Allen, do you not think you are being rather 
modest in suggesting that the farmer would be willing to take 75 
cents per hour for his work, whereas they have $1 minimum for every- 
one else ? 

Mr. AtLEN. Seventy-five cents would look good to us mstead of this 
40 cents we are getting now. 

Mr. Aspernetuy. Who is your next witness ? 


STATEMENT OF HENRY KIRK, A FARMER, OMRO, WIS. 


Mr. Kirk. Mr. Chairman and committee members, I am Henry 
Kirk, of Omro, Winnebago County, Wis. I operate 190 acres, of 
which I own 128 acres and rent the remainder. I milk a herd of 21 
dairy cows, and sell my milk on the Chicago grade A market. My 
only son has been farming with me, but at the present time he is 
working off the farm because he is making more than twice what I can 
afford to pay him. 

My son is 19 years old, and completed 4 years of agriculture in high 
school. He would like to go to the university and take the farm short 
course, but now we just can’t raise the money to send him. He also 
wants to spend his life as a farmer, but this fall he is losing some 
of that interest. He has this job off the farm with no investment and 
is making more than I am with my $65,000 investment, Further- 
more, he knows that we have no bathroom in the house, and had 
planned to build one this year, but because of'the pinch for money, 
we just can’t do it this year. 

Remember, dairying is no single 40-hour-a-week proposition. I 
have to work, and work hard at my occupation with my wife and son, 
when he is home, 7 days a week, 52 weeks a year with my $65,000 
investment. When my son isn’t home, my wife and I are not able 
to keep up with the work as it ought to be. The dairy farmer has 
been caught in the price squeeze for far too long. The farmer is the 
only man who sells cheaply at wholesale and buys expensively at 
retail. Thirty years ago, an hours’ take-home pay would buy 31,4 
quarts of milk. Today, it will buy 7 quarts. Then, each farm worker 
produced enough for himself and 7 others. Today, he produces 
enough for himself and 18 others. Then, farm output per man was 
low. Now, it has more than doubled. Then, farming was done by 
13.4 million farmworkers; now it is done by 8.5 milion. 

After all, all the farmer wants is a decent living for himself 
and his loved ones. I seriously recommend that action be taken 
quickly to provide for dairy farm prices at not less than 90 percent of 
parity. This is possible under existing legislation. We need this to 
clean up our debts which we incurred a couple of years ago and 
planned to repay on the basis of the prices we were then getting. If 
we could be assured of 90 percent of parity, it wouldn’t let us live 
on the same standard as some of our friends in town, but I think we 
could get along and meet our obligations. I am not, sure that my 
neighbor, who is younger and hasn’t farmed so long, could. I talked 
with him the other day, and he told me that the way things are 
going, in another year or two, he would be broke. 
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In order to get 90 percent of parity, I would rather have direct pay- 
ments instead of what we have now. Furthermore, I recommend that 
(Congress provide additional credit to young farmers for longer terms 
at low interests, possibly arranging for loans of nearly 100 percent of 
the cost of starting farming so boys like my son can stay on the farms 
if they want to farm for a living. Then, I think that long term prices 
should be kept at a level so he can pay off that loan, live like his 
friends in town do, and send his children to college. 

As a dairy farmer I want to thank you for the chance to discuss 
these important problems with you. 

Mr. ABERNETHY. We are glad to have your statement, Mr. Kirk. 

Are there any questions trom members of the committee ? 

I would like to ask one question. Your statement does not go quite 
far enough, I think. Do you favor 90 percent of parity for all prod- 
ucts and farm commodities beyond limited production there with 
no controls? 

Mr. Kirk. I am not able to answer that. I have not thought that 
over seriously enough. 


STATEMENT OF MELVIN MASON, DAIRY FARMER, 
WHITEWATER, WIS. 


Mr. Mason. My name is Melvin Mason, owner and operator of a 
90)-acre farm in Whitewater, Wis., with 20 acres additional rented. 

I think, as far as our farm program is concerned, we have to have 
an approach in the interest of all people, the interests of 162,000,000 
people. 


Mr. AperNetuy. May I interrupt? 

You have turned in a statement. Do you wish that to appear in 
the record ? 

Mr. Mason. Yes, I do. 

Mr. ApernerHy. It may be inserted in the record at this point. 

(The statement referred to follows :) 


STATEMENT OF MELVIN MASON 


May I as a farmer make a few remarks relative to our Federal farm program. 

First, our approach should be in the interest of all the people. We have too 
much group pressure tactics having in mind as I see it selfish motive. 

We need to work for a program that will have an economic balance between 
industry, agriculture, and labor. Industry strives to produce to the amount 
that the consumer will take. Labor sets their price per hour necessary to 
produce above amount, and as I see it agriculture is entitled to a price in line 
with the above two if we are to have prosperity over the pull. 

A farm program should consider all phases of agriculture, not just one seg- 
ment, though it may be necessary to use different methods, techniques or tools 
to support some parts of agriculture than others. 

We need a fair price based on present-day costs and need. Costs have gone 
up considerably more in some branches of agriculture than others. The old 
parity formula didn’t do this. 

We might ask ourselves how much is needed today for home consumption 
and abroad. Food as I see it is one of the best goodwill agents. 

If we accept Government support we may expect controls but we think controls 
should be applied across the board. 

For perishable products we could use direct payments to producers. The 
present Government all purchase program puts double cost on taxpayers. One 
in the purchase and next in holding the price up. I believe that this had had 
a detrimental effect especially on consumption of butter. 
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Our present production over consumption is very small. Our surplus could 
be given if necessary to the needy in this country plus an expanded school-lunch 
program. 

Direct payment to producer once a year on presentation of milk statements 

from the plants. We have many producers with three cows or less which no 
doubt would not bother to present statements and also not effected much by the 
orice, 
Use quota system if production appears out of bounds. Our acreage allot- 
ments grains appears to have increased production. We should be thankful 
that we have a good supply of food and fiber. Many countries would like to be 
in our position. 

With the great know-how that we have in this country, in most every line, it 
seems that with enough effort a good sound program for agriculture could be 
worked out. 

Mr. Mason. We have, as I see it, too much group pressure tactics, 
sometimes, I think, in selfish interests. I think we have to approach 
the farm program in the interests of all people. 

We need a program, as I see it, that will have an economic balance 
between agriculture, industry, and labor. 

Now, when we look at industry, industry strives to produce what the 
consumers need or what will sell. 

When we come to labor, labor sets a price, but they set a price that 
is only for the amount of time that is necessary to produce these goods. 
In other words, they can’t work 12 hours a day, 6 days a week; they 
work only to produce goods. 

Now, I think agriculture is entitled to a price in line with the two 
above, if we are going to have prosperity en rapport. 

And I think a farm program should consider all phases of agri- 
culture, not just one segment. We may need different methods or 
techniques or tools to support some parts of agriculture. 

I think we need a fair price, baad on present-day costs. Costs, as 
I see it, are up more in some segments of agriculture than it is in 
others. That is one thing. 

I think the old parity system—we compared it with certain periods 
of the base, and those costs have changed, but I can’t give you the 
figures on the changes. 

As I see it, if we are going to accept Government supports, I think 
we are going to have controls. I don’t think we can have supports 
ee some sort of controls, but these controls should be across the 

ard. 

Coming down to perishable products or dairy products, personally 
I think it would be in the best interests to have direct payments. Our 
present Government—— 

Mr. Apernetuy. You mean production payments. 

Mr. Mason. Well, yes; direct payments to the producer. 

As I see it, our present program, the Government goes out and buys, 
and it costs the taxpayer to buy this in the first place. Then the price 
is held up and they feel that they pay another price to hold it up 
there, which they sometimes think is too high. So I think there is a 
double taxation there, and I think there has been a reaction amongst 
the consumers on this. I feel they would just as soon have the farmers 
have a fair price. They are paying twice on that, and I think that 
has had an effect on our consumption of butter. 

Now, direct payments to producers, { think they could be paid once 
a year on presentation of a milk staten.cat from the milk plant. In 
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other words, you couldn’t just write out the statement. “This is the 
amount of the bill” but you would have to produce evidence from 
milk statements from the plants. 

Our present production, as I see it, isn’t very much over consump- 
tion. I think our surplus could be given to the necessary need in this 
country and also an expanded milk school program 

Mr. AperNeETuy. They are doing that now; are they not ? 

Mr. Mason. They are doing that now, but I do not know, maybe 
they could expand it more—I don’t know the details. 

Now, at least, if we have to use it, as I see it, we could use a quota 
system, that is, if production appears out of bounds, I think that should 
be the last resort, and have a quota for each farm. 

Now, on our acreage allotments, that is, in grains, I don’t think that 
has proved too successful. I, as a farmer, if you cut my acreage, I 
will plant less, and put in more fertilizer, and in the end produce 
more than without the acreage control. That is my feeling. 

Another thing, I think we, in this country, should be very thankful 
that we have enough food and fiber—more than we need. 

Mr, Anernetiy. Let us go back: 

If you cut down that acreage, what do you suggest as a substitute 
for it. 

Mr. Mason. If you had a quota that I could set, whether that is 
grain, livestock, or dairy products 

Mr. Asernetny. I see. 

Mr. Mason (continuing). Then it would be up to me to figure that 
out. 

Mr. Asernetuy. Would you give a dairyman a quota? 

Mr. Mason. I would give the dairyman a quota across the board. 

Mr. AnerNetuy. You would give them all a quota of commodities. 

Mr. Mason. That is right. 

Mr. Anrrnerny. And have commodities and no acres? 

Mr. Mason. That is right. I don’t think I can freeze them down 
on any quota. 

Mr, Apernetuy. And direct payments, too? 

Mr. Mason. Yes; I agree, direct payments, I don’t think that would 
cost any more than storing and what they are doing now. And acreage 
allotments, I think, haven’t proved what it should be. 

Iam going toendup. My time is pretty near up. 

With the great know-how we have in this country, in most every 
line, it seems to me we can figure out most anything ahead, and every- 
thing, and it seems that if effort is put out and put into it, we could 
have a good, solid, farm program. 

Thank you. 

Mr. Anrrnetuy. Thank you, sir. 

Mr. O’Rovurke. 


STATEMENT OF FRANK 0’ROURKE, COLUMBUS, WIS. 


Mr. O’Rovurkxe. My name is Frank O’Rourke, an ordinary dirt 
farmer. 

Gentlemen, it is a pleasure and a privilege to appear before a com- 
mittee of the United States Congress, something that you couldn’t do 
any place else in the world, and it shows that you gentlemen are states- 
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men and not politicians, when you come out in the rural areas and try 
to find out dean is the matter with agriculture. 

Mr. Asernetny. Would you mind going down in my District and 
making that speech? [Laughter. | 

Mr. O’Rovurke. I will make that speech anywhere. I am not a 
speechmaker. 

Mr. Apernetuy. We appreciate that statement. 

Mr. O’Rovurke. You baow, entlemen, that no one ent of 
America can prosper without the other, and continue to do it very 
long, because that is the forerunner of a depression. 

Now, during the war and after the war, agriculture was asked to 
produce to its limit. Big placards were sent around during the war 
“Food will win the war.” County agents were sent out in every agri- 
cultural county in the United States. Agriculture teachers were put 
in all the high schools in the rural areas, and their whole scheme was 
production. Not one thought was given to consumption or distribu- 
tion. 

What is the result ? 

You know it, without my telling you—a surplus, a tremendous 
surplus, and you know that you cannot continue to pile up surpluses. 

What are you going todo with them? Let them rot? 

Now, I do not feel that we people want to tell you Members of 
Congress that have every segment of the United States to deal with. 

You have the fruit farmers in the West. You have the beef farmers, 
you have the hog raisers in Iowa. You have the dairy farmer in 
Wisconsin and in your meetings that you hold around the country you 
will get a good many, well, cure-alls, and each segment will want 
something for its own special benefit. 

But, you people are elected to represent the people of the United 
States, and I know, when you go back to Washington and take all 
your notes, and sit down with the talent that you have in that honor- 
able body, regardless of politics, that you will come up with a program 
that will pull agriculture out of its dilemma and put agriculture on a 
par with the rest of the Nation. 

You gentlemen well know that the United States Government sub- 
sidized railroads, banks, airlines, power companies, and many other 
businesses, when they needed it. It helped them survive. It made 
this country what it is today. You put tariffs on. We need trade 
with our foreign nations, and I know that no dirt farmer like me 
can tell you gentlemen what to do, but I know you have the interests 
of this great country at heart, above politics, when a boy will go out 
and lay down his life for this country, and it won’t make any difference 
to the people whether you are reelected or whether you are not. 

After all, you are not our bosses. You are just our hired men, and 
the American people can get rid of you every 4 or 6 years, whenever 
your term comes up. 

Mr. Anernetuy. Two years. 

Mr. Latrp. Two years. 

Mr. O’Rourke. If you value your tenure in office more than you do 
the welfare of the American people, you are not entitled to the office, 
gentlemen. 

Mr. Asernetuy. That is right. 

Mr. O’Rourke. That is all I have to say. 
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[ know you people, when you get all the statistics and all the ideas 
together, will go back to Washington and give us the best you can 


cive us, and that is all anybody can do. 

I thank you for the privilege of appearing before you. 

Mr. ABERNETHY. We thank you. Your prepared statement will be 
inserted in the record. 

(The statement referred to follows :) 


STATEMENT OF FRANK O’Rovurke, Co_umsus, WIs. 


‘Co say that we are in a period of confusion in regard to a national agricul- 
tural program is certainly the understatement of this political year ahead. 

Sincere informed farmers, their leaders and organizations, are putting forth 
come vast differences of opinions as far as what ought to be the short-time and 
long-time goal of a farm program. It is common knowledge that various groups 
are supporting one or a combination of the following general programs: 

1. Flexible price supports with a 75 percent guaranty. 

”. Rigid price supports with a guaranty of 90 percent parity. 

3. Rigid supports with a guaranty of 100 percent of parity. 

. A combination of any of the above with production controls and quotas. 

5. Various forms of self-help programs based on deductions from the producers 
on products for sale as well as various equalization fee programs that might be 
adopted. 

6. Programs of paying farmers for diverted acres taken out of production in 
the basie crop commodities. 

To add to the above confusion, there is a difference of opinion as to how these 
supports should be carried out. Some phase of thinking favors the purchase and 
storage program based on Commodity Credit Corporation purchasing directly 
commodities, holding them in storage and then seeking disposal at some later 
date, 

Another general type of support program is centered around the direct pay- 
ment to producers when commodities do not reach a parity price in the market 
place as determined by the Secretary of Agriculture. 

It must be made clear at the outset that almost everyone, be they farmers, 
farm leaders in proposing the above programs, are sincere in believing that their 
particular program and idea is the proper solution to follow at this time. 

Before proceeding with our opinions on the subject, it might be well to review 
a bit as to some of the reasons why we are in this present state of agricultural 
program confusion and dilemma. It is our opinion that the basic reason is the 
fact that we are emerging from what I like to call a 30-year revolution in 
American agriculture. 

More change has taken place in the basic development in the field of agriculture 
in the past 30 years than has taken place in agriculture in the previous 500. 
When such phenomenal developments take place in any given phase of our econ- 
omy it certainly brings troublesome problems, challenges, and vast differences 
of sincere opinions. 

It might be well to list a few of the important changes to highlight for all of 
us and remind all of us of proof of the fact that we are truly emerging from an 
agricultural revolution. 

1. Between 1945 and 1950 farm productivity rose faster than product per 
man-hour of the rest of the economy. 

2. Farmers have increased their capital investment by four times between 
1940 and 1950. 

3. Have increased production 50 percent with an almost 40 percent fewer 
workers in the past 30 years. 
<n number of farms has dropped from over 6 million in 1930 to 5,200,000 
in . 

+. Farm population in the same period has declined from 30 million to approxi- 
mately 21 million in 1954. 

6. According to the 1950 census 39 percent of our farms account for 88 percent 
of our total farm production. 

These are some general economic changes, each one of which has had a 
terrific impact, and we could go on to list many more if time allowed. 

Now let us call to our attention some of the specific things that further point 
out our agricultural revolution. 
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1. Artificial insemination of dairy cattle. 

2. The increased use of better seeds, fertilizer, and cropping methods. 

3. Miraculous drugs and feeding additives such as the recent one developed in 
beef cattle feeding. 

4. Power mechanization on the farm as far as tractors and laborsaving ma- 
chinery is concerned. 

5. The electrification of rural America. 

6. Advent of the paper bottle in the dairy business had a terrific impact on 
distribution methods. 

The above are just a few examples of profound changes in agriculture over a 
short period of time. This development of course was accented because of the 
advent of the Great War. 

The war forced agriculture to assume these economical and industrial changes 
faster than would have been the case had normal economics been in play. For 
this important reason agriculture cannot stay relatively prosperous in our 
opinion without some rather drastic Government program to tide this phase 
of our industry over until certain other phases, namely, in the field of quality 
distribution and advertising catch up. It is impossible, of course, to determine 
how long this period of adjustment will be. Some might say 2 years, 5 years, per- 
haps a decade is closer to reality. 

Let us ask the question—as sensible farm people, have we learned some lessons 
in the past 30 years that we might apply to an agricultural program for today 
and tomorrow? 

One thing should be obvious, the agricultural program cannot be treated piece- 
meal, Production controls in one phase of agriculture, create immediate prob- 
lems in other segments of the agricultural economy. Acres restricted in corn 
production go to grass, grass goes to dairy cattle, and then the dairy industry 
has a problem created by diverted acres in basic commodity. Everyone is aware 
of this. 

If through governmental programs dairy prices become favorable, land and 
effort ordinarily devoted to other types of agriculture immediately shift and 
dairy production gets into trouble. 

These facts and conditions we know because they are obvious. The thing 
never to forget is that we should learn from these developments that all agricul- 
tural commodities must be treated in one general program if the overall solution 
to a healthy farm economy is to be hoped for. 

It is our considered opinion that the next session of Congress should return 
to the rigid 90-percent parity of agricultural products, with production controls. 

This, of course, would be a decided change in what the dairy industry has 
been accustomed to. We today are in a dairy State. Our problems naturally 
are concerned mostly with dairy agriculture. However, we are well aware that 
the cotton farmer in the South, the fruit raiser in the West, the hog farmers 
in our rich State of Iowa are all as important a part of our tomorrow as dairy 
agriculture is. 

It has long been debated whether or not production controls can be made prac- 
tical for dairy farmers. We believe that it can. It has long been debated wheth- 
er or not farmers would like production controls. It is our contention that the 
dairy farmers would vote like the wheat farmers and the other farmers in agri- 
culture, that have been given an opportunity by referendum that they would 
rather take 90 percent guaranteed support price for a crop year with production 
controls than a flexible unsettled price with no controls. It is disturbing for 
farmers to have to be in a position where they produce themselves to trouble- 
some prices and financial hardships. 

We want to make it clear that our recommendations of the above should 
be viewed as a temporary expedient. We do not want to be wishful thinkers, 
however, and believe that temporary means 1 or 2 crop years. 

As we have stated before, it perhaps would have to last for several years 
until these other phases of economic development in the fields of distribution, 
quality control, and advertising become of age. 

As far as the long-time program is concerned, we are fully in aecord with 
many of the statements and programs recently developed in Washington that 
have put emphasis on quality, on distribution, and advertising. 

The American Dairy Association certainly has done a remarkable job, as 
well as other segments of the commercial dairy industry, in increasing con- 
sumption. The field in increasing the consumption of dairy products in the 
United States is without question challenging. For example, United States 
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ranks 18 of the 15 major nations of the world in the consumption of dairy 
products. In the consumption of butter we rank 13. In the consumption of 
fluid milk we are sixth. In the consumption of cheese we are 11th. In the 
consumption of dried milk the United States is fourth. Our Nation leads only 
in evaporated milk as far as consumption per capita is concerned. We merely 
repeat these statistics to point out that advertising, quality, packaging, mer- 
chandising, and distribution certainly have a great field for development. 
However, practical business dictates that this cannot be done in 1 or 2 years. 
It must be remembered that our economy is complex, the food industry is one 
of our major industries in this country and when we are dealing with millions 
of housewives and millions of farmers with 124 billion pounds of products, 
it is impossible for the practical mind to conceive all the ramifications. 

Other temporary programs that could develop into part of our culture would 
be things like the school-lunch program, food aid to the aged, food aid to the 
underprivileged people of the country. Sooner or later that type of program 
will become an accepted and proper part of our economy and of our culture. 

We sincerely hope that we have not taken up too much of the committee’s 
time, but in closing would like to plead for at least the Wisconsin farmers that 
the honorable Members of our Congress in the United States, be they Democrats 
or Republicans, attempt to analyze statistically, unemotionally the problems of 
the American farmer. We fully realize that it is a temptation for one party or 
the other to make political capital out of our plight. We plead with you as 
statesmen, which we know you are, to respect our plea. Thank you. 


STATEMENT OF WILLIAM F. GROVES, COLUMBIA COUNTY, WIS. 


Mr. Groves. Mr. Chairman, my name is William F. Groves. I am 
a farmer and I have farmed all my life. 

I live in Columbia County, Wis. I am also president of Pure 
Milk Products. 

I have been asked to rather sum up the testimony that has been 
given here and if the chairman will give me time, I would like to 
bite into that question that he shot at Mr. Eckles, before we get done, 
that is, whether wheat isn’t just as important as milk, and shouldn’t 
have comparable treatment. 

T would like to bite into that a little bit. 

First I would like to point out this—— 

The Auprence. We can’t hear you. 

Mr. Groves. I can’t talk any louder, either. That is the fault of 
this microphone. 

Mr. Apernetuy. This is a radio mike. There is no sound mike in 
the room, unfortunately. 

Mr. Groves. I want to say this: First of all, our organization is a 
very unique organization. It is a commodity organization. On my 
board of directors, which includes 11 men, I have 4 Farm Bureau 
members, 3 Farmer Union members, 2 Grangers, 2 that do not be- 
long to anything, except Pure Milk Products. 

ry Axsernetuy. They are probably the most popular ones, are they 
not 

Mr. Groves. I don’t know, Mr. Chairman. I belong to all three. 

Well, at any rate, when we sit down and iron out a policy, we 
try—and I think we get—to find an overall philosophy of agriculture, 
that very few organizations have the privilege of getting, because we 
cover them all. 

Now, we have stood for years for 90 percent of parity at least— 
90 percent of parity, and I want that word “at least” in there. We 
will take self-help, with certain provisions that Mr. Eckles pointed out, 
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but self-help is waiting almost for the kingdom of heaven. You boys 
aren’t going to give it to us tomorrow, and we have got to live. 

So, we are more interested right now in the present program of 
some way to stabilize agriculture prices than we are in a self-help 
program that is coming tomorrow or the next day or next week. We 
can’t live under what we got. 

Now, Pure Milk Products feels very distinctly that as far as milk is 
concerned—and we are concerned only with milk, that the present 
price-support system is a failure; that is, it has never given the farmer 
90 percent of parity, not even when we had a support of 90 percent of 
parity—we never got it. We got 82, 84, 86 percent—that was the most 
we ever got, when we were supposed to get 90 percent of parity, and 
we never got it. 

That has built up surpluses and problems and has given us nothing 
much in return. 

Now, that is not a political statement in any way. To the Demo- 
crats and Republicans here, I went to say this: The Democrats started 
the program, and Mr. Benson has trotted very merrily down the road 
that the Democrats laid out, so there is nothing political in that 
statement whatever. 

As far as flexible and rigid price supports are concerned, to Pure 
Milk Products, it does not mean that [snapping fingers], and most of 
the debates in Congress, because it all leads to the same thing, only 
one—if we have 90 percent of parity we are not going broke as fast 
on it as you would with Mr. Benson’s program of 75 percent but we 
will go broke on either one, we believe, and we have got to have a new 
deal, and we are ready to gamble, and we are not sure—life is a gam- 
ble—that probably production payments, direct payments, is the 
answer to that program. 

Now, if we have a high parity, and if we have direct payments, 
we are ready to pay the price for that, Mr. Chairman, if it is neces- 
sary, and that price, of course, is production controls. 

There are only two ways to control a surplus—one is to eat that 
surplus up and the other is to produce less. We have tried to eat it 
up and we have given away — in the school-lunch programs, and 
to the Army, and others, and I commend Congress heartily for giving 
us those ways of distributing it, but still we aren’t going to eat it up. 

If we can’t eat it up, even with a giveaway prograam, I think we 
will have to take some form of production controls. 

There, Mr, Chairman, comes your question : 

Do you think we ought to have 100 percent of parity while wheat is only 
getting 90 or 80? 

Mr. ABerNETHY. Seventy-six next year. 

Mr. Groves. All right. I thought you were going to change that. 

Mr. Anernetuy. We did, in the House. 

Mr. Groves. At any rate, we won’t argue about it. At any rate, 
you never had a comparable parity. 

Now, these figures are pretty old, and I haven’t them on paper, but 
they are approximate. It is close enough. 

Two years, three years ago, we were getting 90 percent of parity, 
milk was getting 90 percent of parity, wheat was getting 90 percent of 
parity, corn was getting 90 percent of parity. The hourly return for 
wheat—and this is approximate now—was about $4 an hour. 
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The hourly return for corn was about $1.90 an hour. 

The hourly return for milk was about 78 cents per hour. 

Do you call that 90 percent of parity ? 

Now, when you want sonusirabie treatment, all right, let’s have it. 
Let’s get the $4 an hour that wheat is getting. 

You have to write out some formula for parity that is sensible. 

Now, look what we are getting now from Mr. Benson: We got 75 
percent of parity and we are getting 80 percent of parity now, with 
no more take-home pay than we got last year. 

That is just the kind of parity formula handed us by the Secre- 
tary of Agriculture, authorized by the Congress. You have got to 
write out something that isn’t a blank: check, gentlemen, so that 75 
percent of parity or 90 percent of parity means a take-home pay that 
the farmer somehow or other can build up a budget on it. They 
are not doing it right now. So, when you are asked, Mr. Chairman, 
“Would you treat a wheat farmer and a dairy farmer the same?” 
they have never been treated the same—wheat farmer $4 an hour, 
dairy farmer 78 cents an hour, under that same, very same 90 percent 
of parity. 

Mr. AsernetHy. Where did you get those figures? 

Mr. Groves. I got them from—I think I got them from Herd’s 
Dairyman. 

Mr. Asernetuy. From whom? 

Mr. Groves. Herd’s Dairyman. That is a big agricultural journal. 
They are old. They are pretty close—they may not be absolutely 
accurate. I did not ‘sh that I was going to say this when I sat down 
here, and so I didn’t bring those figures along. They are approxi- 
mate, and they may be close enough. They may be even worse than 
that when you get down to it. 

Mr. ABERNETHY. Do you mean $4 net? 

Mr. Groves. Yes, I presume net. 

Mr. AperNeTHy. With all deference I seriously question that they 
average $4 net per hour. 

Mr. Groves. That depends on how many hours he works. You 
have machinery and you have—when I was in Washington I asked 
a farmer if he was a farmer. He said, “I dabble in it some—I only 
have 5,000 acres.” 

Here in Wisconsin, a 180-acre farm is a darned big farm. That is 
why they make those big hours. They are big operators. They 
operate hue on a three—a three 8-hour day. When they plant wheat 
they plant solid, night and day. 

The same thing is true of harvest. You cannot milk cows that 
way. They milk twice a day, and you take care of them the rest of 
the time. That is why the hourly wage in dairying is pretty low. 

One thing I want to point out, and then I am going to quit, Mr. 
Chairman, 1s this: 

The farmer’s stake in a loaf of bread, Mr. Chairman, is about 1 cent, 
and the farmer’s stake in a pint of milk is still about 50 percent of that 
milk. 

Now, a subsidy on milk and a subsidy on a loaf of bread are two en- 
tirely different matters. The stake in one is a lot greater than the 
stake in the other. That is one of the things I think is the most dan- 
gerous in agriculture today. We are in a favorable position there. 
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The farm stake in most agricultural finished products is so low 
today that he has very little voice. 

Take the bakery industry, where the farmer has about 1 cent in that 
loaf of bread. His stake, his voice in that selling or manufacturing, 
or anything else in that loaf of bread is mighty small. _ 

We still have 50 percent or about that in a bottle of milk, or a little 
more. I think that is advantageous to dairymen, and I think that is 
one thing we are lucky in. We can still have a pretty big voice in a 
bottle of milk because our stake is big. 

Thank you very much. 

Mr. Anernetuy. We thank you. 

Wisconsin Creameries Association is next, to be represented by Mr. 
R. E. Miller. Is he present ? 


STATEMENT OF R. E. MILLER, PRESIDENT, WISCONSIN 
CREAMERIES ASSOCIATION 


Mr. Miter. I am R. E. Miller, president of Wisconsin Creameries 
Association, and I have the following recommendations for the com- 
mittee : 

1. The Congress should enact legislation which would eliminate the 
cost-price squeeze in which the milk and butterfat producer now finds 
himself. 

If this is done, as seems the most feasible approach, through in- 
creased price-support levels, the Congress should provide an adequate 
program for the constructive disposition of surpluses acquired under 
the program. 

2. The Wisconsin Creameries Association has sponsored a disposi- 
tion which we think adequate for periods of heavy surpluses, a 
this proposal has been explained in detail to this committee at hear- 
ings in Washington, I will not explain further, but refer you to the 
hearing record with the recommendation that the Congress enact such 
a program. 

3. Productions control and marketing quota plans should not be 
adopted by the Congress until the serious problems of the place, if 
any, of the small producer, and the producer of milk in fluid milk 
sheds is settled, so that manufacturing milk and butterfat producers 
will not carry all of the burden. Further, I believe the industry 
should be permitted to indicate whether, over the next few years, it 
can solve the surplus problem by expanding consumption through the 
producer-financed merchandising and advertising program now pro- 
ducing good results. 

4, Tie Agricultural Adjustment Act of 1937 should be amended so 
as to eliminate the arbitrary and restrictive practices and provisions 
that have taken place under fluid milk orders, and which monopolize 
the market for local producers’ markets, and lowers consumption. 

5. A uniform milk sanitation code for milk moving in interstate 
commerce should be enacted, and no local sanitation authority should 
be permitted to bar milk meeting such uniform code requirements 
from the local market. 

Now, those are my recommendations. Now, I would like at this 
time to introduce a farmer, and give you his life history of farming 
in Wisconsin. 
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He has farmed all his life in Wisconsin. He has had his ups and 
downs, and I think in a few minutes’ time he can probably give you 
the status and the condition that the dairymen are in today. 

I want to introduce Mr. Frank Van Someren from Baldwin, Wis. 

Mr. Apernetny. Is he to take the remainder of your time? 

Mr. Mitier. Yes. 

Mr. Apernetuy. You have 5 minutes. 


STATEMENT OF FRANK VAN SOMEREN, BALDWIN, WIS. 


Mr. VAN Someren. Gentlemen, I will assure you that I will make 
it short. 

I am a farmer, and this morning I left home at 1 o’clock and drove 

250 miles in a bus to come up here to appear before you gentlemen, 
not to tell you what to do, because I don’t know the answer to the 
problem which faces you. I have been a farmer for—the fact is, I 
have been on a farm all my life. I have been married 35 years. I 
have a family of 3—2 boys and a girl. I am sad to say that neither 
of the boys stayed on the farm because they saw how we had to toil. 

We started out working and we worked hard. We didn’t booze 
our money away, we got a little bit together and then we bought a 
farm. 

Then, as you gentlemen know, when the depression came, the farmer 
was hit, not the farmer alone, but everyone else was hit, so that we 
Jost our farm. 

Then we did not give up, because that is one thing about a farmer, 
you never give u 

So, we salted again, and we bought again and we worked, and to- 
day we got an 80-acre farm and we got her paid. We got a modern 
home, and we got all the conveniences. But now my w ‘ife and I, we 
are pretty near both worn out, as you can see. I am 57 years old and 
my wife is 60. We are still milking 14 cows, and I am representing 
also our area over there, St. Croix County. 

I happen to be the president of the Bolton Creamery, I think one 
of the ost creameries in the State, which has done about a $4 million 
business. 

There are farmers there, most of them run from 14 to 25 cows, the 
average farms. 

As you know, living keeps on going up and milk prices are lower. 

Now, the only thing that worries me, i if the prices are going to stay 
like this, we cannot buy machinery, our old machinery is wearing out, 
and I just wonder whether I must lose my farm. 

Now, you know that the farmers also miss social security. Well, 
we are entitled to have it a little earlier, so we can pay a little, other- 
wise it doesn’t help us at all. 

Another thing—taxes keep on creeping up all the time. Last week 
we finished 5 days of county te ard meetings of St. Croix County. The 
tax went up $125,000 again. They are going to put on taxes on the 
farmers and also the city people. 

So, you see, things don’t look too rosy. Now, I don’t know the 
answer, gentlemen, and I don’t want to tell you the answer. I don’t 
know any of you. The only one here that I know is Mr. Johnson. He 
is the only man I have ever met, but I feel you are all sincere men. 
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All I can say is this: I hope you can do something. 

Thank you for appearing here. 

Mr. Aprrnetuy. Any of you gentlemen care to ask him a question? 

(There was no response. ) 

Mr. AnernetHy. We appreciate your coming down, Mr. Van Somer- 
sen. You have made an extraordinary effort to be here. I think one 
thing that could be done throughout the country now is to have more 
statements made on behalf of the farmer than made about him. 

We have had too many statements made about him recently, do you 
not think ? 

Mr. Van Somersen. What do you mean? 

Mr. Asernetuy. For instance, one of the preceding witnesses 
brought to the committee’s attention the fact mentioned many times 
that the Government called on agriculture and all segments of it, to 
produce to meet high goals. We were in the Korean conflict at that 
time, and all of a sudden the Korean war ended, and we were caught 
with those surpluses. 

Now the industrial people, who also were called on to produce, had 
their contracts negotiated, and the surpluses that they were producing, 
which were in the way of weapons, were paid for. The producers 
were paid for them. They were paid to reconstruct their machinery, 
to go baek into the manufacture of automobiles, or refrigerators, or 
whatever they were doing, but the farmer, on the other hand, who was 
also producing for war, has had that surplus held over his head ever 
since, and there has been too much talk about him, as a result of that 
surplus. That is my feeling about it. 

Mr. Van Somersen. My feeling on that there is why we get 614 
cents for a quart of milk and the consumer has to pay 20 cents. Can 
you answer that question tome? There is the trouble. 

If we get a little of that money—— 

Mr. Asernetuy. I wish I could get some for 20 cents. I am pay- 
ing 26. 

r. VAN Somersen. That is what we are getting over there, 7 cents 
a quart and less sometimes. 
r. ABERNETHY. I wish somebody could answer that 26 cents for me. 

Thank you very much. 

Mr. Van Somersen. Furthermore, we are operating, our milk comes 
from the farmer and goes to the consumer, and we can’t make money 
on it. 

Mr. Latrp. You are bottling some of it yourself ? 

Mr. Van Somersen. Yes. 

Mr. Larrp. What are you charging in the plant, that you are presi- 
dent of, for bottling? 

Mr. Van Somersen. We are charging 18 cents and the first quart 21. 

Mr. Larep. Are you doing well charging 18 and 21? 

Mr. Van Somersen. We are losing money. 

Mr. Larep. Thank you. 

Mr. Aperneruy. The next witness will be someone from the Na- 
tional Milk Producers Self-Help Committee, Mr. George Ruppel. 
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STATEMENT OF GEORGE W. RUPPLE, GENERAL MANAGER, 
CONSOLIDATED BADGER COOPERATIVE 


Mr. Rurete. My name is George W. Rupple, from Shawano, Wis., 
general manager of the Consolidated Badger Cooperative. We have 
approximately 3,000 members, and we operate a manufacturing coop- 
erative, manufacturing various dairy products, practically all except 
foreign-type cheese. We operate under the Chicago market and order 
41, and we sell considerable milk, when we can, out of the area into the 
South and Southwest. 

The dairy farmers in Wisconsin under the rome price-support 
program find themselve in a position that affords an income consider- 
ably lower than other phases of agriculture and that enjoyed by other 
segments of the economy. 

The Wisconsin dairy farmer generally, due to the geographic loca- 
tion with respect to fluid milk markets, received less for his milk than 
50 percent of all of the dairy farmers in the Nation. With more than 
50 percent of the milk produced in Wisconsin being utilized in manu- 
factured dairy products, and 95 percent of these products sold in 
distant markets, the Wisconsin dairy farmer seldom gets the benefit of 
the full support price. It is easy to see that high distribution costs, 
high freight rates, and other assembling and marketing costs reduce 
the price of milk to less than 75 percent of parity. 

It is the general theory that by reducing the support price of manu- 
factured dairy products to 75 percent of parity that milk production 
would be curtailed. To date, this has not proven to be the result. 
Without support prices, no doubt, the returns to milk producers 
would have dropped to a point where many dairymen would have 
become bankrupt and less milk would have been produced. At 75 
percent of parity the dairymen have increased production, tightened 
their belts, and are trying to obtain enough income from additional 
production to keep from going “broke.” In other words, with lower 
priced milk, the only way the Wisconsin dairy farmer could maintain 
his income and meet his obligation was through increased production. 

We have all heard statements to the effect that increased sales and 
increased efficiency will correct the condition. I suppose if this idea 
would be allowed to run its course it could be proven true. I am sure, 
however, that many Wisconsin dairymen would be out of business 
before desired results were obtained. 

The Wisconsin dairy farmer has increased his efficiency as evidenced 
by high production per cow and labor-saving equipment he has pur- 
chased. Feed ae a acre is up ond improved methods are 
ra He has had to do this in order to hold his possessions. He 
1as become a victim of circumstances under the present price-support 
program as there is no way that he could control the cost of supplies 
and items he needed in order to operate his farm. 

The Wisconsin dairy farmer has participated in many national 
programs for the purpose of increasing sales. Wisconsin farmers 
will invest about $2 million this year in the American Dairy Associa- 
_ tion’s program for sales and promotion of dairy products. This is 
an excellent program, and I recommend it, but it is without question 
a production cost. I believe results of such programs are forth- 
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coming, and I only hope that our dairy farmers continue to stand this 
cost. 

The dairy industry will spend in the neighborhood of $100 million 
this year to promote and advertise their products. Without question 
that program will increase consumption, but some of the costs will 
again be extracted from the dairy oom in the form of less money 
for milk. 

In the United States today there are two economic levels for dairy 
farmers—one for those who produce milk and sell it to fluid-milk 
markets and one for those who produce milk for manufacturing pur- 
poses. Milk produced and marketed in fluid-milk areas enjoys a 
price that is much higher and more in line with production costs than 
milk produced for manufacturing purposes. The price for milk pro- 
duced under Federal and State orders is based on the manufactured 
milk price plus overages for various classifications. In most markets 
the prices paid have been considerably higher and out of line with the 
support value of manufactured milk. This has encouraged and cre- 
ated production far over the demand for fluid uses and the excess milk 
has been utilized by manufacturing it into products in competition 
with those produced in Wisconsin. The class I and IT prices have 
been high enough to provide a good blend price to producers in these 
areas even though considerable amounts were manufactured. 

By providing a commodity purchase program the products manu- 
factured from excess milk in fluid-milk areas are assured of a price 
of 75 percent of parity. This has added to the plight of the Wiscon- 
sin dairyman because those products are offered for sale in markets 
ordinarily available to him. This has likewise made it necessary for 
the Commodity Credit Corporation to purchase more manufactured 
dairy products made from Wisconsin milk. Statistics show that in 
the first half of 1955 Federal market areas show an increase of 4.2 
percent in average daily sales. Most of this milk was produced within 
the production area of the fluid-milk market, and the fact remains 
that surpluses still existed in many of the markets. I am not opposed 
to Federal milk-marketing orders, but I can see the need for more 
realistic pricing formulas, especially when production exceeds fluid 
demand by a good margin. 

We are opposed to direct subsidy either as such, or as a part of any 
price-support program. A program which would allow the price of 
milk and dairy products to drop to levels at which all would be con- 
sumed, either with a direct subsidy to producers or a subsidy to the 
dairy plants would be disastrous for several reasons : 

1. It would be in reality a consumer subsidy with the dairy farmer 
getting the blame because it was he who got the Government payments. 

2. The price to which dairy products would dip to get the program 
started would be too low in relation to their true food value and in 
relation to other foods. People would soon expect to purchase dairy 
products at a low price and would resist any price increase by de- 
creased purchases. " 

3. The cost to the Government of such a program would be ex- 
tremely expensive, even if the subsidy payment only made up the dif- 
ference between market price and 75 percent of parity. 

Some support programs have been proposed which would provide 
90 percent and 100 percent of parity to the dairy farmer with produc- 
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tion controls. We are opposed to production controls for the follow- 
ing reasons: 

1. About 35 percent of the dairy farms in the United States main- 
tain herds of 4 to 8 cows. It is my belief that a production control 
program could not be administered for such small sized herds and 
the Wisconsin farmers with much larger herds would be unfairly 
curtailed. 

2. We are convinced that a production-control program would be 
heavily imposed upon the Wisconsin dairymen while others would 
not bear their full share. I base this conclusion on the fact that 
marketing inequalities have caused a large percentage of Wisconsin 
milk to be manufactured into products purchased by the CCC at 75 
percent of parity while the Government approves pricing formulas 
in Federal marketing order areas which prevent Wisconsin milk from 
being sold there, as well as prices that cause surpluses which I men- 
tioned before. Since the Government by its pricing formulas in 
Federal order markets has determined that the supply is adequate, 
how could it acquiesce to reduced production in those areas without 
a change in its line of reasoning? 

3. There are a few deficit areas in the United States. Would it be 
fair to impose production controls on those producers ! 

It looks to me after considering the problem that in many areas 
production would not be controlled while m Wisconsin and other 
States producing milk for manufacturing purposes, that controls 
would be very drastic. 

As a person interested in the general welfare of the dairy industry, 
but more especially in the welfare of the dairy farmer, I can see no 
better way to work out this problem than to develop our own program. 
Under the self-help proposal of the National Milk Producers Federa- 
tion the job can be accomplished and the dairy farmer will receive 
higher milk prices than he has since April 1954, when supports were 
reduced to 75 percent of parity. I realize that there are numerous 
ways to give the dairy farmer immediate relief, but such programs are 
only a temporary solution and are certain to create bad publicity. 

I am certain that if the self-help proposal had been adopted in April 
1954 the Wisconsin dairy farmer would not have received much less 
than 90 percent of parity for the past 18 months. 

There are those who ask the question, “Why should the dairy farmer 
finance his own program while the Government continues to support 
others?” There are numerous answers to this question, but the most 
important one seems to be that by so doing he will receive more money 
for his milk. 

Historically, there have been frequent and. wide fluctuations in the 
dairy business. I can see no indications that this will be different 
regardless of programs or other factors which may have a stabilizing 
influence. An excess or ample supply of dairy products must be 
available to markets when the consumer calls for it. If not, both the 
consumer and dairyman suffers. It follows likewise that the need 
for a stabilization program in the dairy industry is apparent. 

The present policy in administering dairy supports is to establish 
a floor under the price of dairy products. This program has pro- 
vided adequate supplies but has not maintained price levels in line 
with the national economy. Government spokesmen have indicated 

69970—56——10 
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that increased supports cannot be justified unless dairymen are willin 
to accept production controls. i have pointed out before why the 
application of controls to the dairy industry is questionable or 
desirable. 

Presently the supply and demand for milk and dairy products is 
more nearly in balance than they have been for sometime. This has 
been a result of the Government disposal programs, increased popu- 
lation, and more advertising and promotion. Now would be a good 
time for the producers to initiate their own program and eliminate 
some of the problems that prevailed previously. 

Self-help financed by producers and controlled by them should 
accomplish the following : 

1. Eliminate consumer criticism of Government expenditures. 

2. Make possible better returns to the dairy farmer. 

3. Would. provide a higher level of price support in line with the 
national economy. 

4. Would not cost the taxpayer money. 

5. Would not penalize the consumer. 

6. Would relieve the Government of sales, merchandising, and 
disposal. 

Under the self-help program the dairy farmers would stabilize 
their own prices and finance the plan through the payment of a sta- 
bilization fee, collected against all milk sold in commercial channels. 
The program would be operated by a 15-man stabilization board ap- 
pointed by the President from nominees selected by milk producers. 
‘he plan has been submitted to Congress, and our producers feel that 
it merits the support of this committee. It would be a step toward 
bringing about permanent improvement in the management of sur- 


pluses, and we cannot help but feel that mneerinage have plagued the 


dairy farmer and will continue to do so unless properly managed. 

I cannot help but feel that some day a program, which emphasizes 
quality rather than quantity, will have to be a part of any plan that 
is successful. If all of the low-quality dairy products could be re- 
moved from the marketplace, either by caeieana or Federal regula- 
tions, our surplus a would be considerably less. 

I want to thank the committee for giving us an opportunity to 
appear before them. 

Mr. Apernetuy. We thank you. 

Any questions ? 

Mr. Anpresen. Mr. Chairman? 

Mr. Anernetuy. Mr. Andresen? 

Mr. Anpresen. I would like to make the observation that this 
committee has held two full and complete hearings on the federation 
plan, and we wanted to do that because we felt that the plan had some 
merit to it, and that the public and other groups in the dairy industry 
should have an opportunity to study it in detail. 

Mr. Rurrpie. Thank you. 

T heard Mr. Westlen talk on the program in Los Angeles last: week, 
and he did a very good job. 

Mr. Anernetuy. Let me ask this question: 

Mr. Rupple, already this morning we have had a half dozen pro- 
posals submitted, many of which are in direct conflict with the other. 

We have heard of 100-percent parity with controls and we heard 
90 percent without controls, and we have had the self-help program, 
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and it has been both supported and condemned from the witness chair 
this morning. 

Now, of course, no legislative body is going to enact a program 
which does not have the suport of the segment of the economy which 
is affected thereby. So, that leads to this: In your judgment, what 
pereentage of the dairy industry—and when I say “industry” I am 
speaking of the dairy farmers principally—in your judgment, what 
percentage of them support this idea that you have presented ? 

Mr. Rurrrz. Of those that I represent, 80 percent do, and of the 
National Federal Milk Producers Association—this was my own or- 
ganization, and second, the National Federal Milk Producers Fed- 
eration, I believe that 70 percent of the National Milk Producers’ 
members approve this program, or 80 percent. 

Mr. AperNEtTHY. Now, National Milk Producers Federation is not 
made up exclusively of farmers, is it ? 

Mr. Ruppte. Yes, sir; it is made up of farmers. 

Mr. ApernetHy. What is your feeling about the percentagewide 
support of that program among the dairymen of America? 

Mr. Ruprte. I don’t think the dairymen of America have had the 
program explained or sold to them yet. 

Mr. Asernetuy. Do you not agree that it is going to have to be 
orp to them before the Congress can, shall I say, seriously con- 
sider it ? 

Mr. Ruppte. Yes, I do, and I believe that an election of some kind 
would have to be held or should be held. 

Mr. AperNetuy. That is something that should be promoted by the 
dairy industry itself. 

Mr. Rurrie. That. is right. 

Mr. ApprneTHy. You made a very fine statement. 

Mr. Jounson. There is one question I wanted to ask him. 

Mr. Apernetuy. Mr. Johnson. 

Mr. Jounson. I heard about self-help plans. What amount of 
money appropriated by the Government does yours require ? 

Mr. Rupete. It requires $200 million to be loaned to dairy farmers, 
which they agreed to pay back with interest. 

Mr. Latrp. There is no direct appropriation. 

Mr. Ruprte. No direct appropriation, a loan. 

Mr. ANnprRESEN. In the development of the plan have you given any 
consideration to financing a maximum assessment that can be made 
on the dairy farmers? 

Mr. Ruprie. No; I don’t think that the plan itself, or the bill, 
calls for that, but it is quite simple, I believe, and when that cost of 
administering the plan to maintain a certain level of parity got too 
high, it would just not be profitable, or good business. , 

Mr. AnpresEN. What do you estimate the price to be to maintain 
present support levels on the price of milk? 

Mr. Ruppie. That is a very difficult question to answer. If you 
empty your box of cheese that you have on hand, I will say very 
little. If they had to take on the program right now, with the amount 
of cheese that is in the box, the Government’s box, it would cost 
probably quite a little, because that is a serious situation. But, if the 
cheese were in line with all the other dairy commodities, that the 
Government purchased, the cost of administering that program would 
not be too great. 
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Mr. Lairp. Mr. Rupple, do you not think we would have to start 
out with a clean cupboard ? 

Mr. Rurrpie. Yes, sir. The Government. would own the stocks they 
now have under the program. Even at that it is still in the inventory, 
and would have a tendency to keep down prices, and increase the cost 
of running the program. There is a proper time to put this program 
into effect, relieve the United States taxpayer of the cost, and also 
put the program in the hands of 15 people who I believe can operate it. 

Mr. Aperneruy. What effort is being made now to sell this pro- 
gram to the dairy farmer of America? 

Mr. Rurpte. The only effort I know of that is being made—and 
that is considerable—is through the membership in the National Milk 
Producers Federation. Our own organization has sold it to our 
members a year ago, and they are still sold on it. 

Mr. Asernetuy. Any further questions, gentlemen ? 

(There was no response. ) 

Mr. AperneruHy. Thank you very much, Mr. Rupple. 

The Dairyman’s Cooperative League, I believe, is to be heard next, 
Mr. Nick Fabricius. 

We are 5 minutes behind time on you. 


STATEMENT OF N. E. FABRICIUS, GENERAL MANAGER, LADY- 
SMITH MILK PRODUCERS’ COOPERATIVE ASSOCIATION, LADY- 
SMITH, WIS. 


Mr. Faprrictvs. I will try to stick within it. 

I am N. E. Fabricius, general manager of Ladysmith Milk Pro- 
ducers’ Cooperative, Ladysmith, Wis. This cooperative processes 
and markets the products from roughly 2,000 milk producers in 
northern Wisconsin. The anual volume of milk handled is in the 
neighborhood of 145 million pounds. 

In order to better represent the farmers of this northern area, I in- 
terviewed 11 farmers, representative of all size farms in our area. 
They were as follows: 

Alf Lybert—240 acres, milking 40 cows; Dave Justus—612 acres, 
40 cows; John Miller—235 acres, 23 cows; Chris Gourdoux—865 acres, 
58 cows; William Rathsack—280 acres, 15 cows; Jacob Evjen—80) 
acres, 14 cows; Robert Craig—80 acres, 8 cows; Vern Mohr—280 
acres, 30 cows; Lorence Anderson—80 acres, 22 cows; Paul Zellay— 
160 acres, 10 cows; and Anderson Bros.—240 acres, 38 cows. 

I asked these farmers to give their views on the following 9 ques- 
tions: 

1. What do you think about Federal orders ? 

2. Should support prices be raised ? 

3. Do you feel that high a prices of an inflexible nature-will 
necessitate production controls? 

4. Would production controls be practical on a dairy farm? 

5. What do you think of the various self-help proposals ¢ 

6. Should butter be given yellow color protection ? 

_ Do you think there is a need for uniform grade A milk stand- 
ards? 

8. Do you think raising the quality standards on gathered cream 
used in butter manufacture would help solve our problems? 
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9, Are you making any money? 

In order to shorten this testimony, I will briefly summarize the 
answers to these questions as given by these farmers. 

All of these farmers knew about Federal orders except one. The 
other 10 were all convinced that extremely high pricing of class I 
milk has contributed to low milk consumption and surplus produc- 
tion in many markets. They were all concerned about the low prices 
of manufacturing milk that results from many Federal orders. Four 
of the 10 farmers were in favor of kicking out the entire Federal order 
market system; 6 were in favor of modifications to prevent large 
surpluses and low consumption in many milkshed areas. 

Five of the 11 farmers were against raising support prices to high 
levels at this time; 6 of the 11 thought support prices could be in- 
creased slightly without affecting sales of manufactured milk products 
and without seriously increasing production. 

All 11 farmers are convinced that high fixed supports would neces- 
sitate production controls. All were pretty much in agreement that 
production controls would make it difficult to operate a dairy farm 
in a profitable manner. 

None of this group knew much about the various self-help pro- 
posals so were unable to voice an opinion. 

All are convinced that the only way we will ever prevent the sale 
of oleomargarine as butter, and to prevent implications that it is a 
dairy product in advertising and sales promotion, is to return yellow 
color protection to butter. 

All these farmers are convinced that gathered cream can be pro- 
duced with quality standards close to the quality standards on fluid 
milk. They feel that this would be a big step toward solution of our 
surplus butterfat problem. 

None of these farmers have paid income tax for 2 years. All agree 
that if they took allowable depreciation on their facilities that they are 
going backwards financially. 

I will attempt to give my views based on some of these same ques- 
tions. I am convinced that Federal orders and the manner in which 
they have been administered greatly affects the future of our company 
and the income of our northern Wisconsin farmers. Years ago we 
shipped as high as 100 carloads of fine sweet cream to eastern markets. 
We could and can now deliver cream to eastern markets with very low 
bacterial counts of fine flavor quality. This attractive sale came at 
the time of year when production was low making it difficult to oper- 
ate our plant at a profit and when the farmers’ income was low. This 
last year we shipped eight cars of cream which was somewhat better 
than the past 2 years. They no longer need our fine quality cream. 
We are on some occasions forced to compete against products manu- 
factured from surplus milk shed milk offered at ruinously low prices. 
We are a company that tries to depend on the Government as little as 
possible. We sell 334 million pounds of butter yearly. We have not 
sold a pound to the Government for nearly 3 years. We have sold 
very little powder to the Government during this same period. So, 
when we are forced to compete against low-priced manufactured milk 
products, made from consumer-subsidized surplus milkshed milk, it 
disrupts our entire sales program. 

I think that sometimes the impression is given that we midwestern 
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plants with grade A milk would like a big chunk of this milkshed 
market. I don’t think this is true. We would like to furnish either 
milk or cream during the short season so the milkshed people would 
make some effort to control their surplus. The fact our association is 
forced to compete against low-priced surplus milk manufactured into 
butter, cheese, and powder is a matter of serious concern to us. We 
know we cannot continue forever to compete against consumer-subsi- 
dized surpluses. 

Then when I read that New York produced 81 percent more milk 
during the flush than was needed for nid milk and cream, the situa- 
tion seems ridiculous. We also know that Rochester produced 78 
percent more milk than was needed. Buffalo 74 percent and figures 
then graduate down to 63 percent in many of our other large markets. 
Then when we read that fluid-milk consumption per capita on these 
markets is not keeping step with increases in consumption in general, 
it adds to our concern. e are convinced that Federal order pricing 
mechanisms and their administration has added to our surpluses by 
decreasing consumption and increased production. 

Then when I read in the Producers Guide, Syracuse, N. Y., that 
surplus milk was offered for processing during May 1955 for $2.84 
per hundredweight, $2.54 in Boston, $2.53 in Rochester, $2.31 in New 
Jersey, $2.57 in Cincinnati, I am convinced that the housewife buying 
a quart of milk is subsidizing this surplus. To show you that this 
same situation exists during the short months, the prices quoted for 
September of this year were as follows: New York $2.92, New Jersey 
$2.36, Rochester $2.65, Cincinnati $2.60, and Buffalo $2.61. Regard- 
less of how good milk we produce or how efficient we are, we cannot 
compete against this subsidized milk production. 

Just who benefits from Federal orders as they are presently formu- 
lated and administered? Certainly the consumer does not benefit for 
we see class I prices being continually raised to protect the blend. 
Consequently, the consumer has to pay a high price for fluid milk and 
cream. As surpluses grow the producer in the milkshed does not 
benefit, for his blend comes down in spite of high class I prices, unless 
a completely ridiculous pricing formula is used which is the case in 
some markets. Our manufacturing milk farmer is hurt by the loss 
of a market during periods of low production and because he has to 
compete against subsidized surpluses. The only one that can benefit 
from this program is the processor of low-priced surpluses who is 
fortunate enough to have manufacturing facilities at the edge of the 
milkshed. 

Then when you read about “compensatory payments under Federal 
order,” “other sources milk classification pricing,” and “location ad- 
justments” you begin to wonder if you are still living in the United 
States of America. These, it seems to us, are fundamentally penal- 
ties levied against one group of farmers to be paid out to another 
group of farmers because of their more favorable location. When we 
were youngsters in high school we learned about justification for pro- 
tective tariffs. We realize that us country boys are pretty dumb but 
many features of Federal orders look to us like tariff barriers within 
our own country. 

I have heard the whole Federal order program justified on many 
oceasions on the basis of providing an adequate supply of milk. If 
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we are going to continue to modify present orders and establish more 
new orders we should find a new excuse for the whole program. I can 
make a 3-1 concentrate from USPH milk at Ladysmith. I can guar- 
antee this product to be of low bacterial count. It will have all the 
health-giving qualities of milk and will be of excellent flavor quality 
used in either the concentrated form or recombined. It will keep at 
least 14 days. I could sell this product to a handler on such a basis 
that he could save the consumer 4 to 8 cents per quart almost any place 
in the United States and still pay my farmers a good price for grade 
A milk. I am sure that Federal market orders and public-health 
restrictions have prevented our industry from doing a good job for 
either the consumer or producer in view of recent technological de- 
velopments in our milk business. 

I don’t think that any comments I would make would add anything 
to the views of producers in our area on questions 2, 3, 4, and 5. 

I would like to comment on question No. 6 in regard to giving butter 
back its yellow-color protection. In view of the flagrant violations of 
business ethics in advertising and sales promotion, as well as sale of 
the substitute product as butter, such a move would be justified. 
Certainly it would solve the entire surplus problem in a very short 
period of time. 

I would like to comment briefly on the question of higher quality 
standards for gathered cream. If all cream were to be delivered to 
proces plants with less than 0.25-percent acid we could so increase 
utter consumption that it would solve our butterfat surplus problem. 
Based on our own sales experience, we are convinced that people will 
buy butter in large quantities if they can be assured of fine flavor 
quality. We have tripled our sales in the last 3 years in the Deep 
South. 

If a proposal to increase the standards on gathered cream were made 
we would hear cries of anguish from the processor of poor cream. 
They will argue that we are robbing the poor farmers with a few 
cows of his market. What they are really asking is that we continue 
to permit this farmer to produce his milk and handle his cream in an 
insanitary manner. In other words, that he can continue to handle 
his milk. in improperly cleaned and sanitized equipment without 
proper cooling of his cream. To produce clean, sweet, gathered cream 
is not difficult and is being done in many areas in our country right 
now. 

I will make brief comment on the last question as to whether or not 
our northern Wisconsin farmers are making money. I figured the 
payroll of each of our farmers for 1954. Making allowance for the 
sale of veal calves and old cows, on a normal replacement basis, and 
figuring seven 8-hour days per week, he averaged 37 cents per hour. 

It would seem to me that consideration should be given to establish- 
ment of a reserve supply of pure butter oil and nonfat powder. As 
of right now, we have only 1.3 pounds of butter per person in reserve 
supply, including both Government and commercial holdings. Any 
major disaster could throw our Nation very quickly into a situation 
of short supply. Many in the industry feel that a reserve supply of 
300 million pounds of butter oil would be desirable. Properly made 
and packaged pure butter oil can be stored for long periods of time 
with minimum refrigeration or even without refrigeration. It can 
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be made back into acceptable butter, ice-cream mix and even into fluid 
milk by the addition of nonfat. If this amount of butterfat were to 
disappear from the market scene prices would probably strengthen. 

Most nutritionists agree our Nation has only an 18-day animal- 
source protein reserve. Animal-source proteins are the only proteins 
that contain all the amino acids essential to vigorous health. it would 
seem to me that this is an undesirable situation, easily corrected by a 
reserve supply of nonfat powder carefully made, packaged, and 
stored. At the moment nonfat powder is a terrific protein bargain 
costing only one-third as much as any other source of animal protein, 
and it has fine storage quality. 

I would not be in a position to recommend the amount of nonfat to 
store to give us a reasonable animal-source protein reserve for proper 
health protection of our people. This could be determined by con- 
ferences with leading nutritional chemists. Certainly if a consid- 
erable quantity of nonfat was to disappear from the storage figures 
given out by USDA, market prices would strengthen. 

I am convinced that our daily surplus problem is relatively easy of 
solution. Raising the quality standards of gathered cream would ben- 
efit both the consumer and producer and would quickly solve the 
butterfat problem. To give butter back its color protection may be 
impossible but would quickly solve our butterfat problem. If we are 
going to continue to talk about economic freedom in our country, cer- 
tainly Federal order pricing and administration of orders needs.seri- 
ous revision. I am strongly committed to the principle that whoever 
can deliver the best product, for the least money, to any place in our 
United States, should make the sale. Certainly this situation no 
longer maintains in our dairy business. 

To summarize, I would like to recommend as follows: 

1. Cream quality standards be raised for the benefit of both produc- 
ers and consumers. 

2. Butter be given back its yellow color protection which would pro- 
tect the consumer and benefit the producers. 

3. Revise and bring about some degree of standardization of Fed- 
eral order pricing to prevent excessive surplus production. 

4. Give all encouragement possible to unifying grade A stand- 
ards for fluid milk. 

5. In the interest of our Nation’s welfare, give consideration to es- 
tablishment of a reserve supply of butter as butter oil and animal 
source proteins in the form of nonfat powder. 

Mr. Apernetuy. We appreciate your statement—any questions? 
From anyone? 

(There was no response. ) 

Mr. Asernetuy. Thank you very much. 

The next witness will be Dr. Gordon Sprague. 


STATEMENT OF GORDON W. SPRAGUE, WESTERN 
CONDENSING CO. 


Dr, Spraeur. Mr. Chairman, I have a prepared statement here 
which I will pass around, and address myself 

Mr. Asernetuy. All right. 

(The statement referred to follows :) 


briefly to this statement. 
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STATEMENT OF GorDON W. SPRAGUE 


My name is Gordon W. Sprague. I work for the Western Condensing Co. 
and live in Appleton, Wis. The Western Condensing Co. purchases liquid whey 
from cheese makers and manufactures dairy products from this whey. The 
products manufactured are both for human food and for animal feed. They 
are condensed whey, dry whey, and include also products like calf feed which 
are combinations of the products of whey with other feeding ingredients. We 
also manufacture milk sugar. 

Whey bears the same relationship to cheese which skim milk bears to cream 
and butter. It is the byproduct remaining after cheese has been manufactured. 
It is possible to recover slightly more than 6 pounds of dry solids from each 
100 pounds of liquid whey. This represents about half of the dry-solids content 
of the original whole milk. 

The history of the Western Condensing Co. since World War I has been 
directly connected with research and development of processes, produets, and 
markets for the solids recovered from whey. 

Twenty-five years ago there were very few firms in the business of recovering 
whey solids. Processes and procedures had not been established. The value 
of the product in the market was not determined. At the present time more than 
150 plants operated by more than 75 firms are engaged in this business. There 
are fewer firms and plants now than 1 year ago because several are no longer 
operating. The events of the past 2 years have been too rigorous. 

The products of whey have never received any price support. The products 
of skim milk, on the other hand, do receive price support. To this extent, there- 
fore, actions in supporting prices for milk have not been equitable to the manu- 
facturer of cheese or the farmer who sells milk to a cheesemaker because the 
value of the byproduct whey has not been supported through the purchase of 
the products of whey. 

We recommend the passage of the amendment to the Agricultural Act embodied 
in H. R. 2610. We request the favorable consideration of this or equivalent legis- 
lation at the earliest possible time. The language in this bill which we consider 
most important is as follows: 

“* * * the products of whey shall be considered to be products of milk. 
Any price-support operations under this program shall be conducted in a 
manner which will not demoralize or interfere with the production and mar- 
keting of the products of whey.” 

A copy of H. R. 2610 is attached to this statement. 

We have not asked for price supports. If, however, the Department of Agri- 
culture persists in dumping large quantities of dry skim milk into the feed 
markets, we believe it is only fair and just, both from the point of view of 
the manufacturers of cheese and whey, and the farmers who produce milk 
for sale to cheesemakers, that the United States Department of Agriculture 
establish a market for dry whey equal to the market destroyed. We do not 
believe that Congress intended that one branch of an industry should be 
destroyed by surpluses accumulating in another branch. 


DRY WHEY PRICES 


During the war and postwar years until 1953 the quotations for dry whey 
at Chicago were never as low as 6 cents per pound delivered. In those years 
cheesemakers and dairy farmers received payment for liquid whey. In general 
a price of 6 cents per pound at Chicago with a good volume of sales represented 
a break-even point. The annual average prices for dry whey since 1947 are 
shown below. 


Dry whey: Wholesale selling prices, carlots, Chicago 


| 
| Centsper || Cents per 





: Estimated from weekly quotations. 
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By 1953 whey manufacturers working without Government support had prob- 
lems of their own. Part of their problem was the surplus of dry skim-milk 
powder sold for animal feed. Another part was the rate of accumulation of 
their own inventories. 


QUANTITIES OF WHEY PRODUCTS PRODUCED 


The importance of whey products to the dairy industry is indicated by esti- 
mates of whey utilization in 1953. These estimates indicate that 10 percent 
or more of the milk used for manufatturing dairy products contributed byproduct 
whey for further utilization. Prior to 1953 this whey also produced farm income. 
After 1953 prices for products of whey were so low that production was reduced 
and whey has yielded little or no income for farmers. 


Estimated utilization of whey, 1953 
Million 
pounds 


Dried whey production as reported by USDA 

Estimated addition for whey dried with other products and not reported_ 10 

Condensed whey production, solids basis, not reported by USDA 100 

Milk sugar produced as reported by USDA 26 
Total whey solids 811 


Liquid whey required, at 6.3 pounds solids per 100 pounds of liquid whey_ 4, 936 

Whole milk represented by liquid whey at 85 pounds of whey per 100 
pounds whole milk 5, 807 

All whole milk used in manufacturing in 1953 was reported as 56, 850 


About 10 percent of all manufactured milk yields whey for further manu- 
facturing. 


Dried skim milk and whey products produced 1932-54 
[Million pounds] 


Manufactured from skim milk Manufactured from whey 


STA. | riety | 


Nonfat dry-milk solids 


Dried Milk Condensed 


Animal whey sugar whey 


feed 


Human 
food 


| Casein 
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49 
53 
54 
50 
51 
53 
OA 
62 
68 
76 
70 
61 
57 
50 
39 
45 
42 
49 
49 
46 
47 
57 
56 


eo 
s= 


1 Not reported prior to this date by the U. 8. Department of Agriculture, 


Note.— During the war years production of nonfat dried-milk solids was stimulated by several means 
including price guaranties and financing of plants to divert production away from skim milk for animal 
feed and casein. Price ceilings were used to disco e production of casein. Since the war im: have 
largely taken over the domestic market for casein the skim milk previously used has been diverted to 
other skim-milk products. 

Whey producers were encouraged to expand plant and equipment for increasing production both of animal 
feed and milk sugar. 
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The table showing production of products from skim milk and whey is 
«offered because there is need to discuss the reported figures for 1954. Produc- 
tion of dry whey was reported at 175 million pounds; equal to that of 1953. 
But a large part of that 175 million pounds was manufactured from partially 
processed whey produced in 1953 and stored for finishing in 1954. When finally 
dried, it was delivered to the United States Department of Agriculture under 
the program to purchase dry and condensed whey. Production of dry whey 
from liquid whey produced in 1954 was, in fact, considerably reduced. 

Condensed whey production was first reported in 1954. This is also smaller 
than the production of 1953 because the program for whey as developed by the 
Secretary of Agriculture was a limited program which enforced restriction in 
purchases of liquid whey. There is evidence that the problems of stream 
pollution were more urgent in 1954 than in 1953 and these problems have 
continued into 1955. 


The program developed by the Department of Agriculture in 1954 to relieve 
whey producers while their markets were being used to dispose of the surplus 
skim-milk powder was not satisfactory for the following reasons: 

1. The support program offered to whey processors was limited in volume 
and at prices which did not cover manufacturing and storage costs. The market 
cycle for dry whey is longer than 1 year and storage costs are essential. 

2. The program did not follow trade practices. New, unusual, and costly 
operations were required. 

3. The limitations in the program forced some processors to reject whey 
previously purchased and thereby deprived cheesemakers and farmers of their 
usual markets and sources of cash income. 

4. No procedure was included to provide a market for dry whey produced by 
manufacturers who customarily sell lots of less than 1 carload. 

For these reasons we recommend that bill H. R. 2610 or its legislative equiva- 
lent be included in any amendment or revision of the agricultural legislation 
with reference to the dairy industry. 

Dr. Spracur. My name is Gordon W. Sprague, and I work for the 
Western Condensing Co. and live in Appleton, Wis. 

The company I work for manufactures products from whey. The 
cheese taken in turn pays the farmer, and our experience in working 
back over the data and canceled checks shows these cheese factories do 
pay the farmers the money they get from whey. __ 

Whey bears the same relationship to whole milk in the manufacture 
of cheese as skim milk does in the manufacture of cream and butter. 

Tn other words, it is a residue left over. 

Mr. AnernetHy. Speak just a little louder, Doctor. 

Dr. Sprague. Yes, sir. 

It is possible to recover about 6 pounds of milk solids from 100 
pounds of whey. , ; 

The products of whey have never received price support. To this 
extent, therefore, the farmer who receives his money from selling 
milk to a cheese factory does not get the same treatment that a farmer 
who sells his milk to a creamery does, because the products of whey, 
the byproduct, has never received price support, and has gone up 
and down with the market. That has not been a serious matter up 
until approximately the past 2 years, when this price of aaa actually 
dropped to a level which ae any chance of paying the farmer 
any money for whey and, in many instances, the farmer has been 
charged money for hauling the whey away, because it becomes a dis- 
posal problem. : : doers’ 

Now, the Department of Agriculture, in handling its surplus of 
skim-milk powder found that it was desirable in the field itself, and 
the whey producers developed that whey industry in a matter of 25 
years. 
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There is no quarrel over the usefulness of skim-milk powder and 
whey. When you accumulate 300 million pounds and then decide to 
go out and drop it in somebody else’s market you get into a lot of 
difficulty. 

In recognition of the fact it did create that difficulty, they did pre- 
pare a limited program, and they returned to the Federal market some 
five-hundred-million-odd pounds of skim milk powder and in doing 
so did a great deal of damage to the whey industry. We in the in- 
dustry did not ask for supports; at least, the part I am connected with 
have not. 

Mr. ApernetHy. May I ask again that you speak a little louder? 
The people cannot hear in the back of the room. 

Dr. Spracur. We have asked that the products of whey be recog- 
nized fully as milk products, and that in the event that the Depart- 
ment finds it necessary to come into our market. I say “our market”— 
it is a little bit incorrect; the markets are free to everyone, of course, 
but into the markets which we have developed, to dispose of their sur- 
pluses, they should prepare and give us the adequate market for our 
whey. 

Now, a bill, a very short bill, has been prepared and introduced. It 
is H. R. 2610, and this bill merely says that the products of whey 
shall be considered to be products of milk. 

Any price-support operations under this program shall be con- 
ducted in a manner which will not demoralize or interfere with the 
production and marketing of the products of whey. 

We have asked that that be made a part of any support regulation 
for the dairy industry. 

In other words, we ask that the interpretation of it, or the programs 
which are developed, be developed in such a way that all the products 
which contribute to the value of milk be taken into account rather 
than, in the case of cheese, merely the cheese, leaving the whey at 
large. 

Now, on page 3 of this report I can show you exactly what happens. 

You will note that I put a few prices at the bottom of this page to 
show what the market for whey yielded over a period of years, up 
until 1953, and that shows that the price of whey dropped about 2 
cents a pound late in 1953 and has never recovered that amount of 
money. 

That, then, is our problem. 

The next thing, on page 4, I have shown some estimates which lead 
to the conclusion that some 5 billion pounds of milk each year yield 
whey for manufacturing. 

Now, that 5 billion pounds of milk is at least 10 percent of the total 
quantity of milk used in manufacture in the United States. That 
means that products of whey contribute a value of over 10 percent of 
the milk produced in the United States. 

It seems to be impossible that you could consider developing a sup- 
port — program for milk without taking into account the products 
of whey, following cheese, just as-skim-milk products follow cream 
and butter. 

One thing more and then I will stop. 

On page 5 I have listed the products, the byproducts of the dairy 
industry for the length of the record. 
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For 1954 you will see that it shows in the next-to-the-last column, 
175 million pounds of dried whey produced. Now, some time this 
committee is going to be working on a support-price program, and 
I suspect they will review these numbers, and I just want to point 
out. that a considerable part of that 175 million pounds reported whey, 
as I see it, is the only number that you will have to-consider; a con- 
siderable part of it was carried over from 1953 inventory, and dried 
in 1954 for delivery to the Government, and it does not represent 
what it seems to represent, and in back of that there will have to be 
a little digging done, because the industry has been sunk. It did that 
because the program developed by the Department of Agriculture 
was not a complete program. It was a limited program, and many 
manufacturers of whey had to discontinue their purchases of whey 
in order to come within the program. 

Furthermore, the program did not permit the manufacturers of 
whey who had a small volume, that is, less than the carload, to deliver. 
They did not accept that carload and many of those manufacturers of 
whey would love to work all summer to get a carload. 

So the program which was developed at that time was not as satis- 
factory and a complete program, and we asked, we believe, that this 
amendment which we suggest, would merely put the administrative 
departments on notice that there is a problem here, and in case they 
wish to use our markets again, which we think will happen, that they 
give us adequate consideration and treatment. 

That is all I have to say. Thank you. 

Mr. AperNeTHY. We thank you very much. 

And I believe the bill to which you referred was introduced by Mr. 
Laird of this committee. 

Dr. Spracue. It was introduced by Mr. Laird. 

Mr. Apernetuy. Who is a very valuable member of this committee, 

Mr. Latrp. Thank you. 

Dr. Sprague. We think so. 

Mr. Apernetuy. Any questions? 

(There was no response. ) 

Mr. ABERNETHY. We will stand in recess until 1 o’clock. 

(Whereupon, at 11: 50 a. m., Monday, November 14, 1955, the com- 
mittee recessed until 1 p. m. of the same day.) 


AFTER RECESS 


Mr. ApernetHuy. The committee will come to order, please. 

It has been suggested that there are some people in attendance who 
desire to testify and, finding that the time for the day had been com- 
pletely consumed, or, shall I say, assigned, I want to assure you that 
each of you will have the privilege of filing a written statement with 
the committee, which will be incorporated in the printed record. 

Now, if there are those in the chamber who have prepared state- 
ments that they desire to file at this time, they can turn them in to 
the clerk of the committee, Mr. George Reid. 

(The statements handed in follow :) 


STATEMENT OF VERNON KressIn, BLOOMER, WIs. 


I am indeed happy to be called upon to testify in behalf of my fellow dairy- 
men, As we know during the past several years the farmers’ income has not 
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kept pace with his cost of operation. This cost of operation has risen tre- 
mendously; because of the increases labor has received periodically. Many 
a time I have heard it said even by leaders of some so-called farm organizations 
that the program of flexible supports is making it difficult for the ineffiejent 
farmer to exist. Granted, but when is inefficiency not a factor in the operation 
of a farm as it is in the operation of any business enterprise? I ask you how 
long does an inefficient grocer or even an inefficient tavern operator stay in 
business? The only operator who does not have to pay any attention to 
efficiency is the one whose business is subsidized by our Government with our 
hard earned tax dollars. Many people are of the opinion that farmers want 
to be subsidized. ‘This I do not believe to be true. Yes, you also hear the 
argument everyone else is being subsidized, so why not the farmer? With this 
argument I have no kin. In other words if my neighbor robs the bank and 
gets away with it that grants me the same privilege. To this I answer empha- 
tically “No.” 

You may ask does the farmer want parity? Yes, but that doesn’t mean 
it has to come from the Government nor will a program of rigid supports turn 
the trick. My paternal grandfather broke with oxen the acres I now till. 
Did he rely on Government handouts? You bet he didn’t because there weren't 
any. Can’t we do likewise? He left his European homeland because he 
wasn’t satisfied with the statism its rulers demanded. He was a strong 
believer of the old adage “The Lord helps those who help themselves.” That 
is the whole philosophy of my argument. Our various branches of our Govern- 
ment can return to us nothing unless they first abstract it from us in the form 
of taxes hidden or otherwise. To me all Government supports are like taking 
a dollar bill from your pocket going to the bank and having it changed into 
pennies, but during the process the bank kept 40 cents for operation costs. 
The same difference. 

Because of necessity I became a farm operator in 1938 at the age of 17. 
Was 1938 or any of the years preceding World War II prosperous? [I'll let 
you answer that. On top of that our family had a number of large bills to 
pay. Yet we paid them all, added more acres and greatly expanded our farm- 
iug operation and today we have a debt-free enterprise. 

We live in a changing world. In fact change is the only thing that is 
permanent. Wisconsin had 150,000 farms in 1940, 168,600 in 1950, and. the 
agricultural census of 1954 shows only 153,558. You might conclude that 
this reduction was due to our present farm program of flexible supports. 
Wrong; this decline took place when 90-percent price supports were the order 
of the day. Statistics show the per capita farm income has steadily risen. 
This being due to an increase in the size of the farm operations and greater 
output per man. Farmers must respond to economic change or they shall be 
in the same boat as coal miners are. They are seeing the market for the 
product they make their living mining being taken over by competitors. One 
fuel oil dealer made the remark to me that John L. Lewis was the best oil 
salesman that ever lived. Have farmers priced themselves out of the markets 
through a high rigid price-support program which created an artificial high 
price? Yes; look at the great increase in the use of synthetic fibers and butter 
substitutes. In the case of butter our Government helped increase the use of 
substitutes during rationing by having the points considerably lower for butter 
substitutes than for butter itself. First the Government helps create the 
problem and now it seeks diligently for a solution. 

After sounding all these sour notes about the Government’s farm program; | 
think it is about time that I should give out my opinions concerning their 
solution. 

1. I propose the adoption of the Hoover Commission findings to economize 
the operation of our Government. Thereby easing our tax burden and giving 
us farmers to a certain degree a lower cost of production and I am sure it 
will hold true all the way down the line. 

2. I propose an expanded research program concerning the use of farm 
products especially milk of which I produce my share. Though I do not fly 
the flag for Senator Wiley or any other Senator or Congressman ; wholehearted- 
ly support his bill 8. 788 providing for the establishment of a dairy research 
laboratory. I believe it would go far in coordinating dairy research and thereby 
cutting down on costs. For an example at one time the casein from milk 
had numerous uses. Today that market has been conquered by plastics. I he- 
lieve much of this market could be regained by proper research. I also believe: 
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the receipts the increased market demands would overshadow the cost of the 
research program. 

3. I believe the ASC program should be overhauled. Why continue lime 
and fertilizer (when used on renovated pastures) payments when these products 
help build up our surpluses and further depress our markets? I believe only 
couservation- measures such as reforestation on acres unsuited to other crops, 
terracing, and strip cropping should be encouraged thereby holding our soil 
on our farms for posterity. 

4. Adopt laws on a national basis similar to our Wisconsin butter grade 
labeling law. There is nothing which cuts down the demand for a product 
more than does poor quality. Another fallacy of the high rigid support pro- 
gram is that only superior quality products were stored leaving on the market 
the inferior products. It is time we get back to where a product sells on its 
merits rather than its price as set by Government regulations. 

5. A change in the school-milk program as I do not believe the present setup 
is satisfactory ; otherwise $30 million of it would not go by unused. The oppo- 
sition I have heard most about in our rural areas is that the program helps the 
processor the most and therefore they do not care to adopt the program. Their 
argument is that we’re today selling grade A milk in our area for about $3.55 
per hundredweight or just about 154 cents per half pint. Why sell it for 1% 
cents per half pint and turn around and buy it back for about 6 cents—the 
Government or in reality the taxpayers furnishing 3 cents and the district or 
the pupils furnishing the balance, in most cases about 3 cents. I fully realize 
that the purpose of the program is to increase milk consumption. But the pay- 
ment system is unfair. Does the ride the milk gets to the processing plant change 
its nutrition value? It can be pasteurized at home. It is a case of don’t let 
your left hand know what the right is doing. 

6. I firmly believe that a consumer education and marketing research pro- 
gram could be added to the present extension program without too great an in- 
crease in funds. I take my share of blame in not doing more in getting before 
the publie the fact that in dairy products the consumer receives more for his 
dollar expended nutritionally than in any other food. The extension program ii 
the past has been very successful in promoting efficient farm operation—getting 
more returns for each dollar expended in our farming enterprise and likewise 
with our labor. If they do as good a job in educating our consumers the biggest 
share of our dairy problem is licked. 

7. Lastly I firmly believe farmers should take a greater interest in their 
business: Charity begins at home. The same applies to farming. If it is a 
crime to use butter substitutes as most farmers in this area claim then I think it 
is equally a criminal offense to use tea or coffee or milk substitutes for raising 
calves. Again I repeat farmers should take more interest in their business and 
also in the affairs of their Government. “Was the wheat referendum really 
decided by the rank and file of the farmers who raise wheat? According to the 
figures I saw it was decided by a small number who cast their vote. The rest 
inust be satisfied either way or surely they would have expressed their pref- 
erence. Do farmers really appreciate Government aid? If so why is $1 million 
of ACP money not being used? 

I believe if my recommendations are carried out freedom will again reign 
supreme in our great land. At present can we honestly sing “Let freedom 
ring” when farmers are being hauled into court for ov erplanting a wheat acreage 
when he-only grew wheat to feed to his poultry and aren’t we giving up a large 
share of our freedom when we offer to trade our right to milk as many cows as 
our farm can support for 80 percent of parity as provided in bill H. R. 12; 
when United States Department of Agriculture figures show that at present we 
are receiving 86 percent of parity. 

I thank you very kindly for allowing me to present my testimony. 


STATEMENT OF OscAR CARLSON, UNITY, WISs. 


Gentlemen, I would like to present to you a plan for the dairy industry. 

I believe that the dairy farmer, and not Congress, the administration, or 
Secretary of Agriculture, is to blame for the situation in which we find ourselves 
today. The farmer, with the help of the county agents, has concentrated too much 
on quantity and not enough on quality and consumption, thereby having caused 
an unbalanced market. 
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My plan is this: 

1. Let the farmer go back 6 years in production and from those 6 years pick 
any 3 years he wishes to use. The average of these 3 years would be his base. 

2. After all bases have been totaled, figure what percentage of that base be 
needed for national consumption. 

3. On that percentage of his base he would receive a direct subsidy from the 
Government at 100 percent parity, letting all milk:be:sold at current» market 
prices. 

4. A farmer, to be eligible for payment, must furnish proof of past production 
and meet grade A or B standard of production—with a higher subsidy payment 
for grade A. Inspection to be made on each farm at least four times a year and 
farmer must be a member of ADA. 

5. Subsidy to be paid will be the difference between what a farmer receives 
figured on a county average, not the national average, and 100 percent of parity. 

6. Parity to be established quarterly on current cost of production. 

7. No individual farmer to receive more than $5,000 subsidy in any one year. 

I fully realize that such a plan will cost the taxpayer a great deal of money 
and that a lot of work must be done to put it in operation. However, I believe 
the farmer could and should do much of the work himself and that it will tend 
to equalize production and consumption, because it will not price dairy products 
out of reach of the lower income bracket or the man with a large family who 
is our best customer. I believe he must receive 100 percent parity to be able to 
buy the produce of industry. From 1921-30 farm prices lagged behind and we 
all remember what happened in 1930. Even though the farmer is only 14 percent 
of the population, he will eventually pull the rest of the economy down because 
he is a user of manufactured goods to a much greater extent than the 14 
percent would indicate. 

I believe it is much better to spend money for pump repairs and keep it in 
good working condition than to spend it for pump priming like we did in the 
thirties. 

Rv raising and enforcing the standard of production we will improve the 
quality and by payment into ADA we can greatly increase advertising and thereby 
increase consumption. 

I believe the dairy industry is still in the model T days, both in production and 
advertising, trying to compete with the 1956 models of industry. 

By direct subsidy, the money spent will return back to the national economy 
much faster than by indirect payments to precesser. 

There are two kinds of farmers; those who make their living out of the land 
and those who make their living for the farm. One hundred percent parity will 
keep the dairy farmer in the second class which we must have to keep us the 
great Nation that we are. 


WISCONSIN BuTTERMAKERS’ & MANAGERS’ ASSOCIATION, 


Portage, Wis., November 5, 1955. 
CHAIRMAN OF AGRICULTURAL COMMITTEE, 
House of Representatives, Washington, D. C. 


Dear CHAIRMAN: The following resolution was presented and adopted at 
the 54th annual convention of the Wisconsin Buttermakers’ and Managers’ 
Association which was held at Chippewa Falls, Wis. on October 11 and 12; 1955. 
I am hoping it is getting to you in time to be acted upon and incorporated in the 
record of milk price hearings to be held tu this State in November. 

Yours truly, 
Atvin J. SMITH, 
Secretary-Treasurer. 


RESOLUTION 


Whereas milk production controls would work inequities and hardships 
upon the dairy plants with which most of our members are connected; and 

Whereas milk produced for fluid use, and milk used on farms and milk 
produced by farmers with extremely small herds would be exempt from con- 
trols, resulting in approximately 40 percent of the total milk supply bearing 
almost the entire burden of any production control program ; and 

Whereas the 40 percent bearing the burden would represent the production 
largely of the manufacturing milk producers and adversely as well as seriously 
effect plants which serve them; and 
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Whereas Wisconsin is a State which utilizes the largest percent of its milk 
for manufacturing purposes and Wisconsin has a relatively low percentage of the 
small producers of the Nation, which would result in the producers of Wisconsin 
carrying the largest share of the production control: Be it 

Resolwed, The Wisconsin Buttermarkers’ and Managers’ Association, assembled 
in Chippewa Falls, Wis. in annual convention on October 12, 1955, does hereby 
go on record in opposition to milk production controls. A copy of this resolution 
to be presented and inserted! in record of Milk price hearings which will be 
conducted in Wisconsin in November by the House of Representatives Agriculture 
Committee. 


Monpovli, Wis., November 15, 1955. 


j)eAR Stzs: I would like to make the following points of interest : 

1. In all of the livestock economy the dairy farmer is the best off. 

(a) dairy prices have dropped only 9% percent in the last 2 years; 286 to 
259, 27 points. 

(bo) while meat products have dropped 35 percent ; 327 to 220, 117 points. 

2. There are 26,000 cows in Buffalo County with an average production of 
7,000 pounds of milk. With milk at $3 per hundred times 7,000 pounds equals 
$210 gross income per cow. Feed costs would be about $110 per cow. Usti- 
mating costs other than feed and labor at $75 that would leave a return for 
labor of 36 cents an hour. 

3. Contrast the average farmer with a case where one farmer milks 26 cows, 
average test 4.20 butterfat, 13,650 pounds milk per cow, gross milk marketed 
324,000 times $3 per hundred equals $10,720. Do you think he is making a 
living? Do you think he cares whether parity is 75 or 100 percent? 

4. Price is not the only problem. 

Price times volume minus cost equals net income. 

(a) $8 times 7,000 pounds milk minus $180 equa!s $30 profit. 

(b) $3 times 13,000 pounds milk minus $200 equals $190 profit. 

5. Only 37 percent of the farmers income comes from milk in Buffalo County. 
56 percent comes from livestock or livestock products. The large reduction in 
income this year will be due to $12 hogs. Governmental! policies in crop controls 
have caused the hog situation which in turn is forcing the dairy farmer to turn 
to milk more cows and produce more milk on a market supported by the Govern- 
ment. Even though it is supported at 75 percent of parity. Hogs are now about 
55 percent of parity. 

Congress could help the dairy farmer in the following ways: 

1. Pass a law establishing a United States grade A milk marketing standard 
and eliminate marketing restrictions. Only transportation costs should control 
movement of milk. 

2. Pass a national butter labeling law so that inferior sour cream butter could 
be kept off the market. 

3. Investigate the milk sheds production of surplus milk which is dumped on 
the Government in surplus flow periods, yet has the protection of a Federal 
milk-marketing order. Virginia-Maryland Milk Producers Association for 
for example. 

4, Eliminate the Federal 2-cent gas tax on farm-used gasoline (off-the-road). 

5. Increase the extension service marketable so that the small inefficient 
farmer can be helped to find nonfarm employment and the family-size farm 
helped to increase production and reduce costs. 

(a) Production specialists. 

(b) Inereased DHIA, artificial breeding. 

(c) Labor placement. 

6. Change PMA rules so that farmer earns credits for practices and the Gov- 
ernment pays all costs on the basis of these credits earned. 

7. Reduce livestock market fluctuation and study ways whereby the farmer 
can = his bargaining power through farmer control market regulations. 

ours, 
Dett WHELAN. 


STATEMENT OF ELDEN TRAASTAD, Vrroqua, WIS. 


I am a dairy farmer in Vernon County. I am in business with my father. 
1 also have a 15-year-old son who does a lot of outside work, to say nothing of 


69970—56——-11 
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the both inside and outside work done by my wife and 12-year-old daughter, | 
was born and raised on this farm and lived here all my 37 years of life. I've 
seen both good and bad years of farming but the last 2 years my buying power 
is equal to my father’s back in 1982. I take in a lot of money but by the time 
the expenses are paid there is nothing left. All the machinery I have wags 
purchased before 1953 and a lot of it is getting worn out. Buildings neeq 
repair and three silos should be replaced, but there are insufficient funds for 
replacements. In 1946 we were paid $1.40 per pound of butterfat and at that 
time a new Farmall M tractor could be purchased for $1,440. In 1952 we were 
paid at the rate of $1 per pound of butterfat and a Farmall M sold new for 
$2,600. Today at 62 percent parity we are paid at the rate of 81 cents per 
pound of butterfat and the Farmall M sells for $3,400. Everything else the 
farmer has to buy has gone up accordingly and whatever the farmer has to sell 
is continuing downward. 

We also raise feeder pigs on our farm but it has been proven by the Purina 
Feed Co, that it costs $12.60 per hundred to raise pork and the present price 
for top pork at the local stockyards is $12 per hundred. A loss of 60 cents per 
hundred without figuring labor. 

At the present time we are getting 5% cents per quart of 3.5 milk and at the 
same time the city housewife has to dig up 20 to 25 cents per same. 

As you can see by the attached figures that I show a profit of $3,200 before 
the depreciation of machinery and buildings have been deducted, plus the 5 
percent interest on investment and a fair price put on labor from my own 
family help. 

The farmer is the first one to be squeezed and then comes labor and small 
business. For an example: 3 implement dealers, namely, Pierce, Jackson, and 
Iverson; also 3 grocery stores, namely, Lewison, Larson, and Anderson, and 
the Republican weekly newspaper, have all quit or folded up in Viroqua recently, 
due to lack of farmers’ trade. 

I kindly ask for consideration. Thank you. 


502 acre dairy farm, owned by Hiden Traastad, Vernon County, Wis. 


Assets: 
Real estate: estimated present value of land and buildings 
Livestock : 


Crops, on hand : 
Hay (3,000 bales) 
Grain (3,000 bushels) 
Corn (2,500 bushels) 
Silage (150 feet) 


107, 765 
24, 300 


Net assets 
Estimated gross cash income, 1955 (November and December estimated 
as average prices of first 10 months) : 


Veal calves 
134 feeder pigs at $9 
Aged cows sold 


Total cash income 
Estimated expenses, 1955: 

BINT ; ION oth Ack ei hin adiasA a dns hic id edb dbo bi wed Bids ote thao 5, 000 
eeG Rest, WE rONs WOO iq issn eb aecd. cainanbinse cdcuculieh sone 500 
Binder and baler twine and supplies 500 
Repairs to machinery 800 

600 
Wantiliont: oe Gs bi i ai a aiansotiannsitbonasces 700 
Veterinarian and animal medicines 150 
Gas\ joi] and eroetisedi cusilo bedi’ Aedes whe. coe blac sia 800 
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Estimated expenses, 1955—Continued 


Insurance on buildings and machinery 

Interest on notes ($24,300) 

Telephone and lights 

Depreciation on machinery * 

Depreciation on buildings * 

interest on investment ($83,465 at 5 percent)’ 

Labor of owners (father, son, and grandson, not otherwise compen- 
sated) 


Total expenses incurred, 1955 


Net 2omh SOO PTOG Sok Sisk A a Se a 10, 378 


1 Not to be paid in 1955 because of lack of sufficient funds. 
2'To be paid only in part in 1955. 


STATEMENT OF CINTON HEINZERE, BRYANT, WIS. 


Gentlemen, I do not favor rigid price supports and price controls. 

In the past price supports have caused agriculture difficulties. 

Price controls are a hindrance to progress and a threat to our freedom. 

Rigid price supports with controls have not solved the problems for basic com- 
modities nor would they do better for dairying. 

They would create other problems; enforcement would be difficult. I don’t 
believe farmers will accept rigid controls as it endangers their freedom and leads 
to socialism. 

By accepting controls we would be subject to the whims of politics with probable 
changes in policy with each election. This situation would make it difficult to 
plan the future; with no incentive for efficiency or soil-building programs or other 
farm plans, 

Production controls would be detrimental to the family-sized farm, limiting 
their income, possibly to the extent of forcing them out of business. With such 
circumstances it would be difficult to sell without a loss because other farmers 
would not be able to expand due to production controls. 

Good farm policy could be enacted to aid in difficult times. 

Farm credit to be provided to help in times of lower income. We pay from 
4 to 6 percent interest on borrowed money. This rate is too high especially on 
long-term mortgages. Farmers starting need large sums of capital. This should 
be at 2 or 8 percent for 20 years or more. Also other farmers need capital to 
diversify and become more efficient. With such capital the family farm could 
provide a living by diversifying—like adding poultry, seed-growing or other ven- 
tures. They could also become more efficient and decrease the cost of production 
by better harvesting ; better herds, etc. 

Many milk-marketing orders are discriminatory and prevent the free flow of 
milk to markets. 

We should try a self-help program. Some good ones have been proposed. All 
producers should contribute and in time of surplus this fund would be used to 
purchase surplus milk and dairy products; not for storage but to be resold or 
distributed to needy persons. 

Base and surplus plans could be worked out to provide a more even flow of 
milk. 


STATEMENT OF IVAN ESCHENBACH, BARABOO, WIS. 


My name is Ivan Eschenbach, Baraboo, Wis., Sauk County. A dairy farmer 
milking 18 cows. Also raise poultry and hogs, and am living on a small farm. 

I wan to thank you for opportunity to appear here today. I congratulate you in 
coming to the producer for grassroot ideas. I also congratulate you in winning 
from Congress, a raise in your take-home pay. 

I have prepared this talk entirely on my own in three parts, a past, present, and 
future look at what we need in dairying and farming. 

I will adhere to my policy and this is it: Whenever anyone opens his mouth, 
he either gets elected to office, gets his own foot in it, or somebody else's. 

The past : Since the time I attended grade school, I recall in current events that 
Congress in those days had a farm problem. It is still here today, after 40 years, 
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only it has become even a more public problem, since agriculture concerns every. 
body’s gain or loss. 

It has been partly the fault of the individual farmer. He has been too inde- 
pendent in conducting his farming operations. He didn’t want to live under 
OPA—because he wanted to be free and independent. The farm organizations 
haven’t been able to tell him what to do and Congress hasn’t been too successful 
either. It goes back to days of our forefathers—they came to this country to 
own and farm their own land. 

And finally in the past, the radio and press don’t give a true slant for the pro- 
ducer because their income is derived from business. 

If this wasn’t true, there would be no need of you coming here today. 

In summing up past, being too individualistic has worked against us. 

Now the present : Net earnings of 25 United States corporations for first half of 
1955 are up from 20 to 800 percent in 1954. Our prices have dropped in some 
cases over 20 percent including milk. The car I bought in 1938 for $700 on $3 
milk would cost me now $2,100 on still approximately $3.40 milk. A year ago 
last spring I received less than $3. 

In my own case, over a year ago I received less for grade A milk than if I would 
of sold grade B milk. 

I receive, now, 6 to 8 cents per quart of milk, and it retails in our town from 
18 to 20 cents. 

It would seem to me, that this is in reverse—the producer should receive the 
larger share of consumer’s dollar. Isn’t there a saying that “tillers of soil should 
be first taken care of.” 

We hear the American farmer is inefficient. If that were true—why do we 
have a surplus? True we have a surplus and it is one reason for low price—but 
I think we should be congratulated on having a surplus. You wouldn’t want your 
household to go through the winter without surplus of wood or oil. 

We have heard that some family-type farmers are inefficient and should be 
put off the land because they are creating a surplus and they would be good for 
labor. Likewise some so-called corporation farmers, milking from 50 to 590 
cows, living off the land, buying all hay and grain, are also contributing to 
surplus. 

My workday begins at 5:30 a. m., to 7:30 p. m., 11 hours a day. I have to 
work those hours to keep up my gross income. My wife is encouraging me to 
quit and work § hours in town. The reason my neighbors also work those hours 
is that we are not on parity with labor, especially when workers go by our place 
on way to Badger Ordnance and driving better cars than I do. 

I have a neighbor living west of me, who added 13 more stanchions this sum- 
mer to milk 13 more cows, also neighbor east of me added 5 more cows and rest 
of neighbors, including myself, since price is down have added milk cows to 
replace the horse stalls. 

This flexible price, as shown above, is adding to surplus in order that we have 
enough gross income. 

True the rate of surplus has now declined, but not due to flexible supports but 
te our own American Dairy Association (ADA). 

A word on the soil-bank program. It is a sound idea—but before we can see 
any direct results in our price from that, it would take 2 more years. Also, I 
believe the Wisconsin farmers could not spare those acres. In West, yes, where 
acreage is large. Also rate of payment is entirely too low. Taxes alone on my 
acres is $6. 

In summing up present: The well-known statement: “What is good for General 
Motors is good for the country” has not worked for dairy farmers. 

Now the future: Since we are such freedom-loving individuals and doing these 
things, we are looking to Congress for 100 percent of parity protection. 

Our own President conveniently told us, not 90 percent, but full parity. We 
are entitled to that. 

Now this is my plan: It is neither socialistic nor a dream because it has been 
gathered through American newspapers and radio. 

I expect it to be used just as mere words—not action: Just lost—but we need 
it for our protection, and the consumer. 

The doctors have American Medical Association for themselves and patient; 
lawyers, the bar association; bankers, the State and national bankers associa- 
tions; manufacturers, manufacturing association, etc. Now I am going to sell 
you my plan. My plan: Congress establish, patterned after our own Public Serv- 
ice Commission. The farmer, an agricultural commission. 
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Duties: To regulate farm prices to producer and consumer. 

To deal with surpluses. 

To protect family-type farmer. 

To cut out 1 cow in 10 to eliminate surplus for any given period when needed. 

To given 100 percent to all farmers. Like it is working out for wool farmer. 
J don’t hear any complaints from clothiers that wool is too high. 

This agricultural commission be elected by farmers and for farmers on board. 

We don’t want our name or products being booted around from one change of 
administration to another by politicians defending who wins—we want it stable. 

Also we don’t want our products being booted around after they leave farms— 
grain exchange, storage men, such as one man made $100 million in corn. In other 
words, principles of Brannan plan, 100 percent parity, because it is working out 
for woolgrowers. 

Thank you again. 


STATEMENT OF GILMAN J. Voss, Cross PLAtIns, WIs. 
A FARMER’S PROPOSAL 


Any dairy program, to be successful, must be formulated in conjunction with 
other branches of farming. This would be equally true if it were a plan for 
another commodity. 

Any support must have limitations of some kind so as to discourage it from 
becoming a public dole. And, if it can be self-regulated rather than compulsory, 
it would be more to the American way of life. 

Farming today wholly dependent on the supply and demand theory is just as 
impossible as trying to farm in Wisconsin with horses instead of tractors. It 
just doesn’t build a sound farm economy. And when farm economy suffers soon 
all economy suffers. 

A very large portion of all economy does receive Government subsidies in one 
form or another, either openly or hidden, direct or indirect, and farming must 
be included in order to compete. 

In farming, the only fair way to support dairying or any kind of agriculture 
is by direct payment to the farmer, not by supporting someone else and expecting 
him to pass it on down. The farmer has been credited with subsidies of all 
kinds but actually receives very little directly. 

A plan or proposal follows; it does not enforce any kind of production control 
but should regulate instead. 

All payments would be made directly to the farmer either monthly, quarterly, 
semiannualy, or annually when he shows evidence of production and sale, such 
as sales slips containing weights, etc. 

The amount of support would start at parity and decrease downward accord- 
ing to production. Parity support would apply as in dairying—on what an 
average 80-acre farm would produce in 1 year. Any other commodity could be 
figured accordingly, such as the pounds of hogs that an 80-acre hog farm would 
produce. Tobacco, cotton, and other commodities should be based on an acreage 
comparable to the net return of what 80 acres for dairying would be and then 
that amount of produce supported at parity. 

From now on dairying shall be used as the example. 

Then 90 percent support for the pounds of milk that an additional 40 acres 
would produce (or 90 percent on half the amount supported at parity). Then 
80 percent for the next 40 acres of produce. Then 70 percent or less for all pro- 
duction over and above 160 acres of production with probably a limit in dollars 
that any one individual or corporation can receive. 

Where diversified farming is followed, the major commodity produced should 
be figured beginning at parity, and where that support ends the second commodity 
support should begin so that no farmer could receive parity for more than 80 
acres of production support. 

In all cases producers of quality produce should be entitled to a premium. In 
other words, dairy supports would be based on grade B milk and grade A quality 
could receive the additional premium it now receives over grade B. As with 
hogs, meat-type hogs could receive their additional premium. 

There are, undoubtedly, some changes or additions that might be made to the 
above, but I do believe, as a farmer, that a plan like this should not fail. 

This plan is to do, primarily, two things: 

(1) Give the consumer a chance to buy on the supply and demand basis, and 
yet guarantee the farmer an honest living. 
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(2) It will make the family-sized farm strong and therefore promote better 
family living which makes for a strong America. 

And above all I do believe it would be of the least cost of any one or group of 
proposals to the taxpayer. 

I have been a banker, home builder, and farmer and do believe all segments 
of our economy must be strong in order for our country to continue to be a 
leader and right now we must do something to bolster agriculture. 


STATEMENT OF Hersert R. Meyer, BARABOO, WIS. 


Mr. Chairman, the honorable members of the House Committee on Agricul- 
ture, I thank you for granting me these few minutes to state my opinion of 
the dairy situation. Agriculture is sick, very sick. 

I am a dairy farmer near Baraboo, Wis. I milk 24 purebred Holstein cattle. 
My herd is one of the top herds in Sauk County, average over 400 pounds butter- 
fat, but it is hard to stretch the milk check for actual fixed expense, such as 
tax, insurance, gasoline and oil, electricity, repairs, hired labor, custom work, 
fertilizer and seed, dairy proteins to balance home-grown feeds, cost of living 
and a host of smaller expenses, before I can buy machinery, new cars, TV sets, 
and many more things that our factories and labor are producing, so that they 
will have work and not again be forced to close because the farmers of this 
Nation have lost their buying power. 

I and many of my farmer friends have been forced to add more cows to the 
herd to keep our milk checks large enough to meet expenses, so what are we 
doing? Adding more dairy products on an already glutted market. It all adds 
up to this: more work, more cows, but less income. 

Many of our protein concentrates that we have to buy today are being sup- 
ported at 90 percent of parity, and the product we sell, milk, is supported at a 
much lower figure. 

I have some charts showing how much more milk we have to give to buy a 
machine today as compared to 10-15 years ago. 

I also today represent 3,500 members, dairy farmers, who are members of 
17 dairy plants in central Wisconsin, that make up Wisconsin Cooperative 
Creamery Association. Resolution attached and on November 3, 1955, unani- 
mously endorsed the plan I will outline. _ 

We believe as long as the Government is subsidizing so many industries, that 
the farmers should be subsidized directly, so he can exist also. Labor has a 
minimum wage. I am in favor of the soil bank. Let’s have surplus soil fer- 
tility instead of millions of pounds of butter and dairy products hanging over 
our head in storage, holding down prices. 

I believe the prices of butter and dairy products should find their own level 
and be eaten instead of stored till they have lost their high qualities. I believe 
the Government should make an effort to unload their perishable products to 
welfare organizations, school lunches, to people where floods, drought, and dis- 
aster strike. If they did lose a little money, we have lost billions for less. If 
this plan were tried, I believe the so-called surplus would vanish. I nearly 
forgot, let’s feed the men and women in our armed services all the butter, cheese, 
and dairy products that they would like. 


| Production, pounds of milk 
Item 1945 cost 1955 cost) |-————--———; 
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STATEMENT OF K. W. HONES, PRESIDENT, WISCONSIN 
FARMERS UNION 


Mr. Hones. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, for the record, my 
nume is K, W. Hones, Chippewa Falls, Wis., president of the Wiscon- 
sin Farmers Union. We own and operate a 360-acre dairy farm in 
Dunn County. We also market around 100 hogs a year. 

The Wisconsin Farmers Union wants to express its gratitude to the 
members of the committee for coming out here to get the grassroots 
opinions of dairy farmers about the future of the dairy situation, be- 
cause here in Wisconsin we dairy farmers market about 82 percent 
of our milk outside the State. Since a year ago last April, when the 
Secretary of Agriculture lowered the price support on dairy products 
from 90 percent to 75 percent of parity, we have been in trouble and, 
as time goes on, this trouble is getting progressively worse. A dairy 
farmer cannot live on 75 percent of parity any more than private 
business or a factory can merchandise its goods on 75 percent of cost. 
Worse than that, Mr. Chairman, the 75 percent of parity has not been 
a fact, but fiction. 

We hear about the dairy industry being in fine shape. Maybe the 
dairy industry is, and profits sure indicate this, but, Mr. Chairman, 
believe me, the dairy farmer is losing his shirt and losing it fast un- 
der the present program. While dairy industry profits are reported 
to be 35 percent the dairy farmer income in the manufacturing areas 
of this State is down by more than 30 percent, not taking into con- 
sideration the rise in his operating costs. 

Mr. Chairman, we believe that Congress must go much further 
than it has in the past with regard to keeping a balanced production as 
between different commodities. Our present commodity programs 
tend to fix up one commodity or a group of them, then this tends to 
get others into trouble through diverted acres. 

For years the dairy farmer has been confronted with the problem 
that diverted acres have been encouraging more livestock and milk 
production. Ever since it has been necessary to establish acreage 
allotments on some of the basics, this is becoming even more evident. 

A year ago or more, the Farmers Union brought forth the idea of 
the conservation acreage reserve plan. As you know, it was intro- 
duced in the last session and we are pleased that other groups are now 
joining us in supporting this a and sound idea. al 

Some people call it the soil bank. It matters to us not what it is 
called as long as we get the job done. We brought forth this pro- 
posal because— 

1. We believe the cheapest place to store unwanted surpluses is in 
the ground before they are produced. 

2. We believe it is sound to build our soils fertility for posterity. 
By the year 2000 we will have to feed 225 million off the same number 
of acres. 

3. A guaranteed and protected productive soil is the best protection 
against Communist aggression because two-thirds of Communist ag- 
gression in the world today, I believe, is “stomach communism.” 

4. When farmers divert their acres from a distressed commodity to 
something else they only get other commodities into trouble, as the 
case of soybeans this year, 
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5. Farmers cannot be expected to close up part of their productive 
plant without compensation. 

6. It is only fair and reasonable to the farmers and to society as a 
whole that when we do not need the production from any amount of 
our acres farmers be compensated with a fair return for taking these 
acres out of production of any crop that is in adequate supply. 

7. Naturally farmers should be required to follow soil improve- 
ment practices on these acres. 

Mr. Chairman, and members of the committee, it is our firm belief 
that if Congress would take these steps it would do more to take agri- 
culture out of the political arena than any other single action and keep 
a better balance not only between commodities but somewhat in line 
with the market that we may have. Without some program along this 
line, we will continue in a vicious cycle. 

If I am not misinformed, I believe the greater part of our surplus 
dairy production has been coming from areas outside the primary 
dairy producing States. These farmers because of necessity have hiad 
to supplement their wheat and cotton income with dairy production 
and with some exceptions this is where most of our low-grade product 
is produced due to lack of proper facilities. If these 40 million acres 
find their way into grass and then the milk pail (and somehow they 
do), the long-established dairy farmer will really be in trouble. 

Now, Mr. Chairman, it is my pleasure to present to this committee 
one of this State’s chosen farm representatives and operating farmers 
who know best how their present program is affecting their operations. 

First I present to this committee Mr. Math Eckstein, a farmer, and 
president of the Dane County Union. 

Mr. Apernetuy. Keep your seat and the witness may testify from 
his seat right there. 


STATEMENT OF MATH ECKSTEIN, PRFSIDENT OF THE DANE 
COUNTY FARMERS’ UNION 


Mr. Ecxsrern. Mr. Chairman and the honorable members of the 
Dairy Subcommittee of the House Agricultural Committee, my name 
is Math Eckstein. I am a farmer living near Lodi, Wis. 

My wife and I operate a 240-acre farm. I am a cattle and hog 
feeder, and we also are poultry raisers. We were in dairying until a 
year ago; 75 percent parity forced us out of dairying, due to the fact 
that we could not hire help and compete with industrial wages at 
present dairy prices. 

With your permission, I would like to present some figures to show 
what has happened to the dairy industry since 1952. I have some 
statistics from a large co-op plant located in Sauk City, Wis., and 
serving a substantial area in Dane, Sauk, and Columbia Counties. 

The average production per patron in this place in 1952 was 
121,113.4. 

The milk produced in 1952 was 52,187,674. 

There were 429 patrons in 1952. 

The grade A price in 1952 was 4.452 and the grade B price in 1952 
was 3.703, and the total amount paid to farmers was $2,105,920.29. 

In 1958 the average production per patron was 143,534.2. 

The milk produced in 1953 was 70,187,215. 

Patrons were 489. 
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The grade A price was 3.737 and the grade B price 3.298. The total 
amount paid to patrons in 1953 was $2,478,147.58. 

In 1954 the average production per patron was 154,994.6. 

The milk produced was 74,397,429. 

There were 480 patrons in 1954. 

The grade A price was 3.428 and the grade B price was 3.10 in 1954. 

The total amount paid was $2,374,476.99. 

If 480 patrons produced the same as in 1952 per patron they would 
have produced 58,134,452 pounds. As it was, they produced 16,252,979 
pounds more milk. 

If they had received the same price as in 1952 they would have 
received $2,402,579.42, or $28,092.43 more than they actually received 
for producing over 16 million more milk. 

We are told that it was necessary to reduce the price by the sliding 
scale in order to reduce the surplus, but I have never been able to 
understand how we could reduce a surplus by creating a larger one. 
In actuality, with 9 patrons less in 1954 than in 1953 there were pro- 
duced 4,210,214 pounds more milk, which brought $103,670.59 less, 
to this community. 

Economists tell us that a dollar turns itself over seven times in 
business in the community. This would mean a loss of $700,000 in 
a year. 

I think this is reflected in the sales of farm machinery by the John 
Deere Co. of Prairie du Sac, Wis. 

Tractors sold in 1952, 13; 1953, 12; 1954, 7; and in 1955, 5. 

The total sale of other units, such as combines, drills, planters, 
pickers, choppers, spreaders, and so forth, were 65 in 1952, 83 in 
1953, 68 in 1954, and 36 in 1955. 

Here are some figures on individual dairymen. 

Farmer A produced in 1952, 146,290 pounds for which he received 
$4,576.91. 

In 1953, 172,825 pounds, for which he received $4,973.80. 

In 1954, 229,021 pounds, for which he received $5,981.61. 

por B produced in 1952, 147,780 pounds, which brought 
$5,613.37. 

In 1953, 167,659 pounds, for which he received $5,474.89. 

In 1954, 170,242 pounds, which brought $5,113.70. 

The dairy farmer is trying to make a reasonable income, and to 
meet ever-increasing costs, has found it necessary to increase his pro- 
duction of dairy products, and I believe he has also had to increase 
his production of hogs and other meat animals, along with other 
farmers that are regularly in the production of pork and. beef, with 
the result of disastrous price drops in particularly all farm produce. 

I believe that we are rapidly heading toward the same financial 
position we were in in the periods of the twenties and thirties, when 
a falling farm income spread itself to all parts of the national economy. 

[ believe that we need a sound farm program rather than the sliding 
scale which we now have, and if continued much longer, will slide 
many family-type farmers off the land. 

I believe we need an acreage reserve with the Department of Agri- 
culture renting enough acres from farmers at the average rental of 
land in any given community, and dairy, beef, pork, mutton, poultry, 
and fruits also declared basic commodities with the other basics, with 
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price supports at not less than 90 percent parity, and preferably at 
full parity, and in the case of perishable commodities, the difference 
between the support price and the market price paid directly to the 
farmers. 

In the case of individual commodities that are in temporary surplus, 
that there would be some form of production control voted by popular 
referendum by the producers, that all rental and price supports cease 
for each farm after a $25,000 gross income has been reached. It has 
been said that dairy farmers will not accept production controls, but 
I have 1,161 petitions of dairy farmers from Dane County and 2 
adjacent townships that are willing to accept necessary production 
controls in return for at least 90 percent of parity and dairying made 
a basic commodity and only 3 petitions that want 75 percent of parity 
and no controls, which I would like to leave with the committee. 

These petitions were secured without respect to any political affilia- 
tion or membership or lack of membership in any farm organization. 

Thank you for Sova heard me. 

Mr. Asernetuy. All right. 

Mr. Honss. The next witness we will call on is Maleolm Schumann, 
of Monroe County. 

Mr. Asernetuy. Mr. Hones, do you want these papers returned ? 

Mr. Honzs. No; we do not. I might say, Mr. Chairman, you have 
copies of these petitions on your desk, and they were circulated on a 
statewide basis, to as many people who cared to circulate them. 

Mr. Apernetuoy. You mean copies of the forms? 

Mr. Honzs. Yes, and they were circulated without regard to politi- 
cal affiliates or farm organization affiliation. 


STATEMENT OF MALCOLM SCHUMANN, ELROY, WIS. 


Mr. Scuumann. Mr. Chairman and members of the committee, my 
some is Malcolm Schumann, address is Elroy, Wis. I am a dairy 

armer. 

In 1919 I started farming with 14 milk cows, 1 brood sow, and a farm 
with indebtedness of more than 90 percent of cost. 

This past summer we were milking 46 cows, all of which were raised 
on our family-size farm of 137% acres. All of the roughage and most 
of the grain needed to feed our present herd is produced on our farm. 

Except for the time I spent in the Armed Forces in World War I, 
my whole life has been in the field of agriculture. I would consider 
myself an average farmer in my community. 

Efficient or inefficient? When I was in the Army our rations were 
not too bad, and we have been told that our armies were the best fed 
armies in the world. The slogan then was “Food will win the war.” 

The American farmer-was asked to produce as never before. We 
did the job. We fed not only our armies and our Nation, but the 
armies of our allies as well. 

Today we are accused of being “inefficient.” 

Is it not somewhat ironic to believe the American farmer is ineffi- 
cient when almost all available storage space is filled to overflowing 
with commodities produced on our farms? Would it not be more 
proper to state that the American farmer has been “too efficient”? 

Our Secretary of Agriculture, Mr. Benson, speaks of the necessity 
of doing away with the inefficient farmer in order that the so-called 





INVESTIGATION OF DAIRYING, 1955 163 


eflicient farmers who are left will be able to produce at a lower cost 
of production and thereby be able to sell his goods at a lower price. 

Gentlemen of this committee, are we to believe that the reduction 
in the price the producer receives is to be reflected to any great extent 
in the cost to the consumer ? 

I think that you are well aware of the fact that, out of every dollar 
the consumer pays for milk, the price the farmer or producer receives 
only is about 33 cents, whereas the processor receives about 66 cents. 

Who then is more efficient, the farmer who has a large capital invest- 
ment in real estate, cattle, and machinery, and yet gets only 33 cents 
of the consumer’s dollar, or the processor and distributors, who have 
a much smaller capital investment in comparison, but who receives 
66 cents of the consumer’s dollar. 

If we must use the word “inefficient,” let us use it where it fits. I 
am sure that the average Amercan farmer resents this slur of ineffi- 
ciency which has been cast upon him by a Secretary of Agriculture 
who has been appointed to represent all the farmers of America, but 
who, instead, has set about systematically to eliminate many of us. 

Ownership or serfdom? Today the family-type farm is in a two- 
way squeeze—high production costs and low farm prices. What is 
this leading to? 

Many of our young people, well trained in farming, are leaving for 
better jobs in the city. Older farmers, unable to carry on alone, are 
selling their farms, oftentimes to wealthy city people. These farms 
are then fixed up with all the latest and most modern of conveniences. 
The wealthy landowner then hires help to operate the farm at wages 
higher than those of us who must make our living from farming can 
afford to pay. 

Slowly but surely this process, unless stopped, will bring us to the 
landlord-peasant type of agriculture which is so prevalent in much of 
the world today. - 

The case of our own son is an example of what is happening in 
thousands of farm homes throughout America every year. Until June 
of this year he had been working our farm on a percentage basis, with 
earnings which netted him about.$3,000 per year. He was offered con- 
siderably more by an absentee landlord, but turned it down and took 
a job elsewhere. His reasons, as I recall, were that “those high wages 
could not be earned at present low farm prices.” 

Are we again to return to the dark days of the early thirties, when 
farmers went broke by the thousands through no fault of their own’ 
The one thing that saved a lot of us was the farm moratorium act, 
which halted foreclosures. Much credit for the passage of this law 
is due to the hard work of some of the farm organizations of that day, 
among them the Farmers’ Union. 

Proposals for a farm program: During the past few minutes I 
have mentioned what I feel are inherent dangers that could come from 
the present farm program. We are here today to talk primarily of 
what we, as farmers, want in a farm program, and primarily the dairy 
aspect of that farm program. 

I do not pretend to speak for all the farmers of Wisconsin or the 
Nation, but I do feel that the proposals I am about to make do repre- 
sent the thinking of a large number of dairy farmers in my par- 
ticular area. 
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1. We have been reminded over and over again that there is a surplus 
of farm commodities. We do not believe this to be entirely true, for 
as long as one person somewhere in the world goes to bed hungry there 
is no surplus. 

We recommend, therefore, that this committee, and the Congress of 
the United States enact legislation which would make it possible for 
the products of our farms to reach every part of the world where there 
is a demand or need. 

2. If, however, after the above-mentioned steps have been taken, 
and we are still faced with more of certain farm commodities than we 
can use, we recommend some sort of production payments, based upon 
an allotment per person or per farm or per unit subject to a referen- 
dum vote by that segment ohagtinaltatl largely affected. 

We further recommend that should it be necess: ary for the Govern- 
ment to pay out subsidies, that such subsidies be paid directly to 
the producer and not to the processors. We also recommend that the 
present acreage allotment system be dropped and the pounds, bushels, 
gallons, and so forth, system, be used instead. 

Under such a system no one could receive support on more than a 
given amount per year, the remainder of what he produced having to 
go on the open market for whatever it would bring. 

The above-mentioned recommendations are not, in our estimation, 
the final solution to the farm problem, but it will be a means whereby 
the family-type farmer can remain in business until that time when 
a better solution is forthcoming. 

Mr. Benson’s suggestion that we shift to some other form of agricul- 
ture if we, as dairy farmers, cannot make a go of it under the present 
administration’ s 75 percent- ‘of- -parity formula i is certainly no answer 
to the present farm crisis. 

Many a dairyman has spent years building up a good dairy herd, 
and it is the height of folly to expect them to sell them off and go to 
raising rabbits or lettuce while Mr. Benson disposes of the butter 
surplus. 

he suggestion to shift from one form of agriculture to another is 
already being done, and in my travels out West this past summer 
1 saw many fields of corn and hay on land that once was wheat land, 
and talked with a number of those farmers. That hay and corn will 
go into dairy cattle to try and offset the cut in wheat acreage and 
thereby bring in a little extra income. 

I am confused. Can someone tell me what we are intending to 
gain from such a program ? 

It is obvious that in order to be fair to every segment of agriculture 
the whole farm program must be worked out as one farm program, a 
package deal, if you like, where all segments of agriculture are treated 
the same. 

Mr. Chairman and members of the committee, I would like at this 
time to present to you the two petitions which were circulated in my 
county of Monroe; 877 dairy farmers signed this petition to back up 
what I have just stated, and out of that 877, of that number there 
was just 1 that signed the 75 percent of parity. 

I also have one here for Ketsaias County with 79 signers and they 
all signed for 90 percent of parity. 

I want to thank you gentlemen very kindly. 
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Mr. Aperneruy. Do you want those left with the committee? 

Mr. ScoumaNnn. Yes. 

Mr. Hones. I would like to call on Harland Rue, of the Farmers 
Union family, who is of quite some prominence in the State of 
Wisconsin, because he has been one of the close-up winners in the 
plowing contest of the State. 


STATEMENT OF HARLAND RUE, BRIGHAM, WIS. 


Mr. Rus. Honorable House Agriculture Subcommittee, ladies and 
gentlemen, my name is Harland “Rue. I operate a 200-acre farm in 
the town of Brigham, Iowa County. I am a tenant, farming on a 
50-50 basis, furnishing one-half of the feed and livestock and all of 
my machinery. I do diversified farming, but I would like to talk a 
little on the value of my dairy cattle at this point. 

It has been our practice to raise all heifers, who have prospects of 
making good dairy cattle. We like to keep the size of our herd be- 
tween 25 and 35 milk cows, depending on the amount of feed and sale 
of cattle for the purpose of milking. It was fun and interesting work 
3 or 4 years ago. We would receive between $300 and $425 for our 
dairy cows, depending on the type and quality. 

Today, for dairy cattle of that same type the price is down. The 
ost money we can get for our very best would be $225. 

Now, we don’t like to sell our best, so we have to start at $125 and 
up. Ona 50-50 basis, that leaves $62.50 up to $112.50 for the very bes 

Due to the fact of the poor price of dairy cattle, which goes with: 
the drop in the price of milk, we are steadily increasing our number 
of milk cows, trying to make ends meet. Is this reducing the so-called 
surplus? 

I have a neighbor here with me today who increased his cows to 
97 and the next } year to 29, and he is on a 120-acre farm 

Dairyin should be included as a basic commodity, and even higher, 
because milk is a “must.” It is essential from our birth throughout 
our life span. 

I favor any plan calling for a compensatory payment, meaning the 
difference between market price and parity, direct to the farmers, 
which will omit the parity supports from going through the hands 
of the processor. 

I favor a referendum to be voted on, if controls are necessary. In 
that way the decision will be made by all the dairy farmers, instead 
of just a few people. 

From the funds provided for the school milk program last year. 
less than one-third was used by our schools. While some schools took 
full advantage of these funds, there were many, especially in the 
South, who need to be alerted to this program. 

As long as we have to compete with big business, farm income 
should be ‘brought up to that of other groups, instead of trying to drag 
others down to our level. Direct Government he ‘Ip to other industries 
is greater than to farmers. 

We as farmers need Government supports, so that our products can 
be passed on to the consumer at a fair price. The drop of parity, in 
my mind, has not been passed on to the consumer. We farmers are 
quick to hold Ixbor for the high cost of supplies and machinery. Labor 
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is our biggest consumer, therefore, their earning power is an asset to 
our produce. 

The Farmers Union has not yet fully been established in the county, 
and for that reason, all farmers were not contacted in regard to these 
petitions. 

However, it does cover different communities of the county. On 
behalf of the Farmers’ Union members living in Iowa County, I here- 
by present the petitions to this committee. We have 144 dary farm- 
ers that have signed this petition and 144 dairy farmers signed the 
petition calling for 90 percent of parity with production controls; 
no one signed the petition favoring a sliding scale. 

I also have with me a petition from Grant County. So, on behalf 
of the Farmers’ Union, and farm families living in Grant County, 
I present these petitions to this committee. They have 143 dairy 
farmers who have signed this petition, 143 dairy farmers in Grant 
County signed this petition calling for 90 percent of parity; no one 
signed the petition favoring the sliding scale. 

I thank you. 

Mr. Hones. The next witness will be Ed Dorow, of Columbia 
County. 

Mr. Lairp. Mr. Chairman, may I ask a question ? 

Mr. AperNetHuy. Just a minute. Mr. Laird wishes to ask a ques- 
tion. 

Mr. Larrp. I would like to ask Mr. Rue a question in regard to this 
petition which he presented to the committee. 

Is it my understanding that the petition favors making dairy prod- 
acts a basic commodity ? 


Mr. Rue. Yes, this petition does call for making dairying as a 
basic commodity. However, I do feel that milk should be considered 
as higher than a basic commodity, and there is one thing more in my 
mind, swiss cheese, for example, a foreign cheese, has not had direct 
Government support. Now, I believe that should be included in the 
supports also. 

Mr. Larrp. Then you are in favor of a mandatory referendum on 


marketing quotas which is provided for the other basic commodities. 

Mr. Rue. I think milk should be set up at least to the standard of 
any other basic commodities. 

Mr. Larrp. Do you understand if 6634 of the dairy farmers do not 
vote in favor of marketing quotas or production controls the support 
level would be 50 percent, the minimum support level under the basic 
act ? 

Mr. Rue. I do not understand you, Mr. Laird. 

Mr. Asernetuy. That is correct. 

Mr. Larrp. Under the basic Agricultural Act if 6624 percent of the 
producers of the commodity do not vote in favor of the production 
controls, under the mandatory referendum provisions of the basic 
act, the minimum support level of the basic products would immedi- 
ately go to 50 percent. 

Mr. Ror. I see. 

Mr. Larrep. This is not an advisory referendum you are asking for, 
If you make milk a basic commodity and put them under the manda- 
tory referendum, you may come out with much less than what we have 
today, and I think that would be quite disastrous. 
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Mr. Rue. Yes, it would be. 

Mr. AserNetHY. I would like to make a comment on that so that it 
would be clearly understood. 

There are six so-called basic commodities. Today they are under 
production controls. If the farmers in the referendum so vote by 
two-thirds of those voting, and when they vote they do not know 
what the price support will be for 3 or 4 months afterward, but they 
do know that it will be as high as 90 percent and as low as 75, if they 
vote favorably, now, the only difference between the basic law—that is 
the law for the so-called basics—and that for milk or dairy products, 
is that the dairy products can be supported at 75 to 90 percent of 
parity without controls, and the law provides that basics are sup- 
ported from 75 to 90 with controls. Now, with that explanation, do 
you want milk made a basic? 

Mr. Rue. Yes. 

Mr. ABERNETHY. You want the controls and the same price support ? 

Mr. Rue. I think we should have our milk supported at 90 percent 
parity. 

ME Riniiticetiiy: Wait a minute. Basics are not all supported at 90 
percent of ea, 

Mr. Rue. If the vote would carry, they would be. 

Mr. Anernetuy. Oh, no. What is the price support on wheat this 
year? 

Mr. ANDRESEN. 8214 percent. 

Mr. Apernetiy. Wheat is supported now at 8214 percent and they 
have controls. 

I understand that the Secretary indicated that cotton may be sup- 
ported next year as low as 75 percent, provided they have cuits 
But if they do not vote bint upon themselves, the support. price 
will be only 50 percent. 

Now, in this case I am just asking for information: Is that what 
your dairy farmers want? 

Mr. Rue. We want a higher support level because we have a per- 
ishable product. 

Mr. Anernetuy. You do not want what the basics have, then? 

Mr. Ruz. Yes, we want what the basics have. 

Mr. Asernetuy. Then you would have less than what you have now. 

Mr. Rue. Dairying should be supported at 90 percent of parity. 

Mr. ABERNETHY. With controls? 

Mr. Ruz. Have the perishable products, with controls, yes, sir, be- 
cause milk is a must. It is essential to our life through our life span. 

Mr. Jonnson. You are not advocating that the cotton farmer or 
wheat farmer should have less than 90 percent also? 

Mr. Rue. No, sir. 

Mr. JoHnson. That answers your question. 

Mr. Apernetuy. But that is what he has now. 

All right. Before we go further, I would like to present to you 
good people another member of the committee who has just arrived, 
Mr. Paul Dague of Pennsylvania. 

Mr. Hones. I next present Mr. Ed Dorow, a real large farm 
operator of Columbia County, and president of the Columbia County 
Farmers’ Union. 
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STATEMENT OF ED DOROW, PRESIDENT, COLUMBIA COUNTY 
FARMERS’ UNION 


Mr. Dorow. Mr. Chairman and members of the Agricultural Com- 
mittee, I am Ed Dorow. I have been a farmer all my life. We own 
930 acres of land, which consists of 4 farms operated by 4 of my 
sons, and myself. 

We have 90 dairy cows, a flock of 55 sheep, and raise 200 hogs a year. 

I am president of Columbia County Farmers’ Union. We do not 
think the flexible price-support system is doing the job. It seems to 
be flexing too much one way, too much down and not enough up. 

We think we should be guaranteed 90 or 100 percent of parity in 
order to get our fair share of the consumers’ dollar, and we are in 
favor of controls wherever it is necessary. 

As to the surpluses we hear so much about, should we call them 
surpluses, with so many hungry and starving people in the world? 
We also have the danger of a drought, crop failure, and we could 
have another war. 

Isn’t it better to have a reserve? And we think we can do more 
to prevent communism by feeding hungry people in foreign countries 
than by shooting them to pieces. 

A food-stamp plan for our low-income families, old-age pensioners, 
also a muchi-expanded school-lunch program is needed. 

As we are so blessed with so much productive soil, that produces 
too much, let’s take some of the cropland out of production and set it 
aside for a reserve. It should not be used in any way. It should be 
seeded down and given a rest to be used when the time comes that our 
growing population needs more food. 

I have appraised farms and personal property for GI loans for 
boys that have come home from war, and those that served their time 
in the Armed Forces. 

These boys were interested in making a home and producing food 
and fiber for the Nation. The prices they paid were in line with other 
commodities at that time, but now the same boys that had such high 
hopes and have put several years of hard labor and all their savings 
into the farm ask me what they can do. 

All equipment and farm machinery costs more, and the things they 
have to sell are much less, 

The farmers’ share of the consumers’ dollar has dropped from 48 
cents in 1951 to 41 cents today. The processor’s and middleman’s 
profit has come up 17 percent in this year alone. If I have not been 
misinformed, I believe the farmer’s wage average is 30 to 40 cents per 
hour, and labor is guaranteed $1 per hour, and when our flexible price 
came into effect, we heard and read that the price of milk was so 
high that the housewife would not buy, so when the supports were 
taken off, milk went down about 1 cent per quart, and it only stayed 
there a short time, and then it came back up again. We got less for 
milk, but the housewife was paying the same price she did before. 

If farmers are forced off the farms because of low prices, it will 
mean more competition for city jobs and increased unemployment. If 
we destroy the farmer it will not help the man in the city, because it 
is a recognized fact that without a prosperous agriculture we cannot 
have prosperity. 
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The past year has been boom times for industry and workers, but 
if this isn’t changed so that the farmers can get their fair share, they 
are pretty liable to pull the rest of the economy down with them into 
another national depression. 

I thank you, Mr. Chairman, and members of the committee. 

Mr. Apernetuy. Do you have petitions you wish to file? 

Mr. Dorow. I have petitions I wish to file. 

Mr. ApernetHyY. They will be filed with the clerk. 

The next. witness ¢ 

Mr. Hones. The next witness is Wencle Bulin, of Sauk County 
Farmers Union. 


STATEMENT OF WENCLE BULIN, PRESIDENT OF SAUK COUNTY 
FARMERS UNION, LA VALLE, SAUK COUNTY, WIS. 


Mr. Bury. Mr. Chairman and members of the House Agricultural 
Committee, ladies and gentlemen, 1am onrecord. My name is Wencle 
Bulin, from Sauk County, La Valle, Wis. My family and I own and 
operate two farms, consisting of 477 acres. In general I am not speak- 
ing for myself only, but on behalf of the Sauk County Farmers Union 
also. 

I am much concerned about the so-called inefficient farmer, and I am 
more than happy to be here to represent them. 

These petitions that were being.circulated should more than prove 
the feeling of most of the farmers, and why they are inefficient—it is 
due to improper income. 

We will have to remain that way until our Congress will do some- 
thing better for us. 

These people know how they were misled in 1952, when a promise 
was made that 90 percent of parity was not enough for the cae, 
that they should have 100 percent of parity or more, but they are going 
to be more cautious in the next coming election, which is not very 
far off. 

We farmers know that you Members of Congress voted yourselves 
a pay boost in your salaries. We don’t mind that so much, but you 
were elected by the farmers as well as other types of businessmen and 
labor, and you are to act as public servants for all of us, and we fee! 
it is unjustified because we are not on equal basis with industry and 
labor. 

We farmers agree with what the 90 percent of parity petition reads, 
and to that we also include the conservtaion acreage reserve plan. 

We maintain that the farmers are the backbone of the Nation, be- 
cause, before you can get anything to eat or wear it has to be tilled 
from the soil of our good old Mother Earth. 

You may recall, back in World War II days, how vitally important 
the farmers were at that time, when we were in great fear of nazism 
and fascism, and the farmers were told to raise two blades of grass 
in place of one. We were to produce abundantly, that our boys are 
the soldiers of the fighting front, and we were the soldiers of the home 
front—food will win the war and write the peace. 

I think that our fighting boys and farmers did a remarkable job 
with what they had to do it with, but it is strange how soon they can 
be forgotten after the war. 

69970—56—12 
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T would say it is a blessing to have an abundance, as full stomachs 
make happy people, and empty stomachs cause crimes and sorrows. 

These ‘others are really serious and worried about the present 
crisis. I think this is a very unhealthy situation when a farmer or 
his wife has to work in town for extra money to make ends meet. 

Our boys and girls are going to the city for higher wages, because 
they cannot afford to start farming. The sad part of this is that 
most of the farmers are at a retiring age. 

Because of improper income, you can see where the buildings need 
repairs, paints, and roofs. 

There is not a farmer that carries enough insurance on his buildings. 
In case of a clean sweep or fire or wind, they would never rebuild 
or start farming again at the present cost of materials. 

People are wondering what is going to happen to our churches and 
schools, if these present prices continue. They will go out of exist- 
ence, because our local tax dollars are much larger than the ones we 
are taking in. No one can continue farming on borrowed money and 
let someone say the farmer has never had it as good as he has now 
at 75 percent of parity. They might hear some language that they 
might not care to hear. 

Mr. Chairman, I would present to you the petitions of Sauk County 
with the signatures, total signatures of Sauk County of 1,860 farmers, 
the petitions of which 1,560 dairy farmers signed the petition for 90 
percent parity without production controls and 1 dairy farmer signed 
the petition with a sliding scale. 

Mr. Anernetuy. May Ton you a question ? 


I hate to take this time because I know you do not have too much 


left with the witnesses to come on. 

Do you prefer to have dairy products incorporated under the law 
which the so-called basics operate under, which today provides for 
production control at anywhere from 75 to 90 percent of parity, if 
two-thirds of them vote for it? 

Mr. Buti. I would 

Mr. Asernetuy. Now, wait a minute. 

Or, if they fail to vote for it, they only get 50 percent? Now, do 
you prefer that or do you prefer what you have now, for dairy 
products ? 

Mr. Buti. I prefer just what we had, 90 percent of parity, without 
the controls. 

Mr. Azsernetuy. I do, too. I prefer that too. But I am trying 
to clear up what I think is a misunderstanding here between basics 
and dairy products. 

The name “basic” was not given to these so-called basics because 
they were regarded as basic to the health of the people of the country. 
I think it was an unfortunate name that they gave them. I do not 
think they should have given them any sort of name. Nevertheless, 
they did. 

Now the law provides that milk may now be supported at 75 to 90 
percent of parity with no controls, no referendum ; no one has to vote. 
He gets it with limitations or conditions. 

Now, where you have wheat, corn, cotton, rice, tobacco, and so on, 
the law provides that it shall be supported at the same level, 75 to 90 
percent, but they have to go a step further. They have to go out and 
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vote for it, and if two-thirds of them do not vote for it, they do not 
get it, they get 50 percent. 

Now, which would you rather have? 

Mr. Butin. Now, I was out with these petitions 

Mr. AperNetuy. I am not talking about that now. I want to know 
which of these two programs you would rather have ? 

Mr. Buin. The one that they have to vote on in the referendum. 

Mr. AperNetuy. You would rather have 

Mr. Burin. A referendum vote. 

Mr. Asernetuy. You will not get any more than you are getting 
now, but you just want to vote on it? 

Mr. Bouin. We want 90 percent of parity on all those basic com- 
modities. 

Mr. AperNetHy. You may get it or you may not. The law provides 
for a sliding scale for everything—you understand that ? 

Mr. Larrp. I think he fails to realize that the 1949 Agriculture Act 
provides for the supports of 75 to 90 percent of parity. 

Mr. Apernetuy. That is right. 

Mr. Butrn. But, are we getting that? 

Mr. Hones. Mr, Chairman? 

Mr. Asernetuy. I do not know whether you are getting it or not. 
I am talking about what the law provides. You know we have a law 
against—— 

Mr. Hones. We have other witnesses that came 250 miles. 

Mr. Asernetuy. I will not take any more time. 

Mr. Hones. I do not want to take them home without giving them 
an opportunity to appear before the committee. 

TI think one thing, Mr. Chairman: We have all been laboring under 
the supposition that Congress is forced into writing a new program. 

Mr. Asernetuy. That is the Senate. That is half of Congress— 
and I would not say it is exactly half. 

Mr. Hones. It is up to the House and Senate to draft a new farm 
bill. We are presenting our viewpoints, what we’d like to see in a new 
farm program, now taking into consideration what was in the past. 

Mr. Anernetuy. I see—all right. 

Mr. Hones. Mr. O’Brien from Crawford County, another one of the 
Farm Union organizations. 

Mr. Anernetuy. Mr. O’Brien, you may proceed. 


STATEMENT OF J. EVERETT 0’BRIEN, CRAWFORD COUNTY, WIS. 


Mr. O’Brien. Mr. Chairman and members of the Dairy Subcom- 
mittee, by name is Everett O’Brien. I own and operate a 104-acre 
farm in Marietta Township in Crawford County. Crawford County 
is a typical dairy county, not adopted to cash crops, beef, or hogs. 

Under our present administration, farm prices are supposed to regu- 
late production. During the past 2 years I have seen a drastic recession 
in farm prices. 

A recession in farm prices causes more production. To point out 
this fact, official Government records show that from 1919 to 1922 all 
farm prices dropped 40 percent. Farm production went up 1 percent. 

From 1930 to 1932 farm prices went down 57 percent, but farm pro- 
duction went up 4 percent. 
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From 1936 to 1939 farm prices dropped 17 percent but production 
went up 18 percent. These figures surely explode the theory that 
lower farm prices will mean less production. The lower farm prices 
drop, the more the farmer attempts to grow in order to make up in 
volume of production what he lacks in price. 

I can cite several examples where dairy farmers in my county, due 
to the falling prices of their products, have either done a lot of diversi- 
fying which helped cause an overproduction of other farm commod- 
ities, or have increased their dairy herds to a capacity level. 

I can submit the names of several farmers who have tried to solve 
the price squeeze by increasing pork production. 

For instance, 1 man who owns and operates a 300-acre farm normally 
raises about 100 market hogs. This year he increased his production 
to 300 hogs. Knowing this was not an ordinary procedure for his 
type of farming operation, I asked him the reason for the great. in- 
crease in production. His reply was: “I have to make up the difference 
of the fallen milk prices somehow.” 

Still another man purchased an additional farm, through credit, 
where the owner had already been squeezed out. He not only replaced 
the original number of cows on that farm but increased his capacity 
to the limit on both farms to try to supplement his low dairy income. 
This has created another serious problem for this man. With an in- 
creased farming operation, he needs a larger amount of machinery, but 
he has told me that “buying another tractor, new or used, is impos- 
sible.” In fact, he said “I could not even make a downpayment on 
one.” 

To help solve his problem this past season, he operated the tractor 
and machinery in the daytime and his high-school-age son operated the 
same equipment at night. 

On my own farm I am increasing my dairy herd by 30 percent. I 
um not equipped to change my farming operations. These men who 
have increased their production and who have put into operation addi- 
tional acres have only temporarily solved their problems. They have 
increased profits only long enough to prolong the misery of their 
subsistence. 

In my township I am the assessor and have had the opportunity in 
the past to get firsthand information from a relatively large area of 
my county. 

Many of the men with whom I talked this past spring stated that 
unless something was done about dairy prices, that next year when I 
returned they would not be operating. 

Looking back to those statements, I see a more completed picture as 
every week someone of these men is having a farm auction. In my 
area it is not uncommon to find 3 farm auctions within a 20-mile 
radius every day. 

A guaranty of parity, 90 percent or higher, without production 
controls, might not only encourage dairy farmers to increase produe- 
tion still more, but cause farmers in other phases of agriculture to 
diversify their farming to some extent by adding dairy cattle to sup- 
plement their low income, and would cause the dairyman who cH 
ates on a commercial basis around our cities, to increase his produc- 
tion, resulting in a much larger surplus of dairy commodities. 
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Therefore, production controls are necessary. The dairy farmer’s 
income must. be brought up to the level of othe groups because we, as 
dairy farmers, have no control over industrial pr ‘ofits, and cannot drag 
their income down to our farm-price level, to meet our farm income, 
nor do we desire to do so. 

Big business operates on a guaranteed-profit level. Tariffs are one 
form of subsidy which industry enjoys. Wiewee Government helps to 
business are greater than Government helps to farmers. 

Big business has several kinds of production. The laboring man’s 
wages are what the unions can get and not what a free market will 
pay. That is why the dairy farmer needs production payments, as 
he cannot buy on a closed market and sell in the open market place. 

The petitions which I have to present were circulated in my town- 
ship on a complete area basis. They are a poll of over 95 percent of 
the dairy farmers in my township. They are nonpartisan, bein 
signed by the members of both Republican and Democrat Parties, anc 
two major farm organizations,.the Farmers Union and the Farm 
Bureau, and equally represented as far as signatures are concerned. 

I am sure that the farmers in my county are willing to accept pro- 
<dluction controls. 

As best evidence of my testimony, I would like to present the peti- 
tions from Crawford County, where we had 1 farmer who signed in 
favor of a sliding scale, and 442 farmers who signed for 90 percent 
of parity with production controls. 

Mr. ABERNETHY. The petitions will be accepted. 

Mr. O’Brien. And from the other county 1 present those, but they 
are not quite organized. 

Mr. Asernetuy. Who is next? 

Mr. Hones. Mr. Rogers, of Juneau County. 

Mr. Apernetuy. Mr. Rogers. 


STATEMENT OF T. C. ROGERS, JUNEAU COUNTY, WIS. 


Mr. Rocers. Mr. Chairman and members of the committee, my name 
is Tom Rogers, from Juneau County. I own and operate a 200-acre 
dairy farm in one of the best dairy sections in my county. We main- 
tain a herd of 40 milk cows and raise 100 hogs a year. The farm has 
been in the family for 100 years, and received a citation at this year’s 
State fair. 

It is necessary for me to have 2 hired men the year round for which 
| pay $250 per month. One of them is my son, and I think you will 
agree with me that this 1 is cheap labor. 

Up until the time 75 percent of parity went into effect we were able 
to operate and show some profit. The last year, we have operated at 
a loss and, if I had to replace any one of our larger pieces of ma- 
chinery, I would have to borrow the money to do it. 

As an example of what has happened, I would like to quote you 
some figures of my milk checks. 

I take the month of January, which for us is average. The first 
half of January 1953, my check was $430.01 for 14,215 pounds of milk. 

For the first half of January this re it was $380.47 for 14,392 
pounds of milk, which amounts to a cut of $100 per month. 

To me, gentlemen, this seems as unfair as anything could be. We 
are not even getting cost of production. 
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Farm auctions in my locality are continually increasing, and many 
of the farmers are forced to find other employment, in order to keep 
operating their farm and send their children to school. 

I do not believe there is a farm in my locality that is not for sale. 
They are only discouraged and ready to quit. 

In my particular case, I was able to raise my family, send 2 of them 
through college, and I have a family of 4, but I was able to do this 
only under a different farm program. 

The son who is now home with me asked me the other day when we 
were going over last year’s business: “Dad, just what is the future in 
this dairy business?” 

I didn’t tell the boy what was actually in my mind. If I had, I 
would have been forced to tell him that to me it looks very dark. 

Gentlemen, if I knew that I would continue to farm under the 
present program I would be happy for only two reasons—one is that 
I have my family raised and aeeaied. and the other is that I am 
finishing up and not starting in. 

At this time, gentlemen, I want to present the petitions from my 
county. They are evidence of the feelings of the farmers in the 
county in which I live. I think if any one of them was here today 
in my place he would tell you the same story that I am telling you. 

In conclusion, I want to thank you, gentlemen, for the oppor- 
tunity that you have given us for appearing here with you today. 

Mr. Asernetuy. Thank you. 

Mr. Hones. Herb Robillard, of Door County. 


STATEMENT OF HERBERT ROBILLARD, DAIRY FARMER, 
DOOR COUNTY, WIS. 


Mr. Rosmiarp. Mr. Chairman and members of the committee, my 
name is Herbert Robillard, of Door County. I own 120 acres and 
milk 15 cows, and I can’t buy equipment and send my son to school 
for further education, due to the flexible support program. 

I am selling my herd if I can get employment elsewhere. I am in 
favor of making dairy products a basic commodity at no less than 90 
percent of parity with production controls, direct to the farmer, so 
the middleman or processor gets his fingers off of it, and the farmers 
should be paid to leave a percentage of their farms idle as a reserve. 
There is no alternative to get rid of the surpluses. 

On a personal petition drive last pring, Republicans, Democrats, 
3 armers’ Union members, Farm Bureau members, I got Vernon 

ounty. 

Mr. Th cdemeanan while he is coming up, we have one more witness, 
who I think cannot be here today, and that is Herbert F. LeMahien, 
of Sheboygan County, and he asked me to file this statement in his 
behalf. 

Mr. Azserneruy. All right. 

(The statement referred to follows :) 


STATEMENT OF Herpert F. LE MAHIEN, PRESIDENT, SHEBUYGAN COUNTY FARMERS 
EDUCATIONAL AND COOPERATIVE UNION, SHEBOYGAN F'ALLs, WIs. 


The dairy problem as you well know is a very serious one. It is one that no one 
remedy alone will cure. The problem affects not only the dairy farmer directly, 
but by his loss of earnings may well help pull our entire economy down with it. 
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The loss of spendable income has already. affected directly such industry as the 
farm implement and equipment business. 

When we stop to consider that for every $1 billion drop in farm income the 
farmer spends $240 million less for machinery and equipment we can see how 
serious the problem really is. Many do not realize that the farmers of our 
country use as much steel as the automobile industry, more tires than any other 
industry, to name a few, we can readily see that the income of the farmer is 
tied closely with that of all segments of our economy. 

The present system of sliding or slipping price supports have certainly not 
helped the farmer. Nor has it lowered the cost of food materially to the con- 
sumer. Most farmers look upon price supports as being a guaranteed minimum- 
wage rate such as is guaranteed to other sections of our economy by law. 

Actually parity is meant to be a fair price to the farmer. This parity formula 
has been determined by our economic experts, and it means parity, not 60 or 75 or 
even 90 percent, but just plain 100 percent of what is fair. Our farm popoulation 
cannot continue to dip into savings and going into debt to keep on filing America’s 
larder. Farm-mortgage debt averages $1,100 more per farm in the first 6 months 
of 1955 than in the first 6 months of 1954, according to the Federal land-bank 
service, 

Much has been said about how foolish it is to pile up surplus food, but is it 
a crime that we have plenty in our land? Many countries of the world are crying 
for food—we have plenty. I do not believe that some surplus of food stuffs is bad 
for us. 

Much has been said about the farmers pricing themselves out of the market, 
particularly by our Secretary of Agriculture, Ezra Benson. He has said in effect 
that the consumers should resist high food prices. He has also said that union 
labor is responsible for much of our high costs on the farm. This example of a 
Secretary of Agriculture, one who should try to improve conditions, trying to 
drive a wedge between the farmer and his customers, is, I believe, unparalleled 
in our history. 

I believe that when Congress writes a new farm bill it should also see to it 
that we get a new Secretary of Agriculture. Not that I believe that Benson 
is responsible for this policy entirely, he just carries it out. But I believe that 
the farmers will look with distrust upon anyone who has done them so much 
harm and who would then be asked, with a new program, to “change his spots” 
and help them. 

Now as to a new farm bill, and particularly to that part pertaining to the 
dairy industry, I believe that the following things should be included: 

1. I believe we should make it easier for the so-called Iron Curtain countries 
to trade with us. If we can in some way get food to their hungry, I believe 
it will do much more good than guns or tanks. If some countries would 
object to this, fine, we would still reap favorable publicity throughout the 
world for trying. If they do not object, fine; we will make friends through 
our abundance. 

2. I think that the school milk program should be expanded. The children 
are our future citizens and our future market. Milk is an energy and a body- 
building food rather than a food that puts on unwanted weight. 

8. Have an agency created to tell the true story of the spread between the 
farmer and the consumer. That the farmer does not get the large bite of the 
food dollar. 

4. Control on production. The amount of control to be determined by the 
Secretary of Agriculture. Secretary Benson has said that farmers would not 
accept controls, stumped the West against controls, yet when the farmers had 
a chance to vote on controls against the free market they voted 6% to 1 for 
controls one year and 8 to 1 the next year. Recently the Pure Milk Products 
Cooperative, the largest single organization of dairy farmers in America, voted 
to accept controls if they are guaranteed parity prices. 

5. Guaranty of at least 90 percent of parity by the Government if the farmer 
cooperates with the plan to keep production somewhat near our needs at home 
and abroad. The aim of the program should be 100 percent of parity. 

I believe that much, too, can be said for plans now in study by both of our 
farm organizations, the Farm Bureau, and the Farmers’ Union, to have the 
Government set aside or lease an amount of land from farmers to be removed 
from production of anything, to bring consumption and production more nearly 
in line with each other. 
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No one likes controls, of course, but they are a necessary evil. We, for 
instance, do not like speed laws at times, if we are in a great hurry to get 
someplace, but we realize they are necessary. 

In our township we circulated petitions, one saying we were satisfied with 
the present program, the other asking for 90 to 100 percent of parity with con- 
trol or production if necessary plus increased school-milk program and stamp 
plans for the needy. We then asked if they favored neither plan to tell us 
what they favored and sign this. We contacted every farmer that sells milk 
in the entire town, section by section, and got them 100 percent. This was quite 
a job as I know you must appreciate. We had 12 different people circulating 
the petitions; the results were as follows: 

One hundred and seventy-seven favored 90 to 100 percent of parity guaranty 
coupled with Government control and school-milk program expansion plus food- 
stamp plan; 2 favored present plan for 1 year; 2 favored present plan for 2 
years; 1 favored Brannan plan; 2, undecided; 1, get rid of surplus by barter 
with other countries; 5, refused to sign; 1, let supply and demand do the job; 
1, no importation of food in surplus, no subsidy, no support to anyone; 1, Gov- 
ernment buy enough to bring supply and demand in balance and dump surplus on 
world market to get 90 to 100 percent of parity ; 1, Government buying and dump 
on world market plus increased school-milk program; 1, school-milk program 
plus self-help program by farmers and farmer education. 

We have contacted 100 percent of those who milk cows in the town of Sheboy- 
gan Falls. Of these, 177 signed 90 percent and regulation petition; 2 wished 
to leave as is for 1 year; 2 wished to leave as is for 2 years; 1 favored Brannan 
plan; 2 undecided; 1, trade surpluses—by barter; 5 refused to sign; 1, let 
supply and demand do it; 1, no imports of surplus foods, no supports; 1, Gov- 
ernment buying and dump on world market plus school-milk program; 1, Gov- 
ernment buying and dump on world market to obtain 90 to 100 percent of parity ; 
1, self-help program and subsidized school-milk program. 

Thus we see that farmers do want help on a job that is too big to do alone, and 
they will accept controls if they get a guaranty of 90 to 100 percent of parity. 

I also think that self-help programs by farmers themselves such as advertising 
and setting up of cooperatives will help much in this program. 


Mr. Anernetuy. Mr. Williams. 


STATEMENT OF HALMER WILLIAMS, A DAIRY FARMER, VERNON 
COUNTY, WIS. 


Mr. Wiiu1ams. Mr. Chairman, honorable members of the commit- 
tee, I am Halmer Williams, of Vernon County. I own and operate 
with one of my boys a 200-acre farm. 

We keep about 25 milk cows and about the same number of young 
stock. 

It is very discouraging to be a dairy farmer at the present time as 
what we have to sell is low and what we have to buy is high. So, it 
leaves us no money to fix up our farm buildings with repairs and paint, 
which we know has to be, or should be done. 

It is not only we farmers that suffer under the present conditions, 
the merchants in town are hit almost as hard as we are, as when our 
income is low, he is not making many sales. 

The saddest part of it all is concerning our farm boys. They join 
4-H when they are old enough. They take pigs or calves as projects. 

They take them to county and State fairs and do all they can to make 
a fine showing. 

When they are through high school and come home to help with the 
farm work, they find there is no money in farming with the present 
setup. So they leave the farm to go to work at a factory where they 
receive fair pay for their work. 
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When the Secretary of Agriculture cut our price support on dairy 
products he said he did so to give consumers a chance to buy cheaper 
dairy food. 

The price on milk stays the same for the consumers in town as it 
did when he had the price support of 90 percent of parity. The proc- 
essors are the only ones making a profit on it. I think instead of 
letting food spoil in storage, why not issue food stamps to people of 
low income so they may have an adequate diet 

I also think if we gave away food instead of guns and tanks to 
foreign countries, we would make more friends. Mr. Benson has been 
telling everybody that we farmers are satisfied with the present 
program. 

To prove how wrong he is may I present you with a petition signed 
by 1,078 farmers in Vernon County,-asking to have the 90 percent 
parity restored, with production control. 

I have also here the names of eight members who are satisfied with 
the present program. 

I thank you. 

Mr. Aperneruy. Thank you, sir. 

Have you any more witnesses now / 

Mr. Hones. Mr. Chairman, that concludes the witnesses for the 
Farmers Union. 

On behalf of them, I wish to thank you very kindly for this oppor- 
tunity to be with you and for you to have the opportunity to be here 
to address the dairy farmers of this State. 

Mr. AperNETHY. We were glad to have you. 

Mr. Hones. As of today, there have been probably 17,852 farmers 


who have signed in behalf of 90 percent support prices with production 
controls, and 78 farmers who are satisfied with Mr. Benson’s program. 
Mr. Anernetuy. All right, sir. 
Mr. Hones. It will probably be higher when we get to Eau Claire. 
Mr. Aperneruy. The next witness is Mr. Knutson, then Mr. Walter 
Kirchner and Mr. Carl Doeringsfeld, of the Wisconsin Farm Bureau. 
All right, sir. 


STATEMENT OF K. D. KNUTSON, A DAIRY FARMER, ROCK 
COUNTY, WIS. 


Mr. Knutson. Mr. Chairman and gentlemen of the committee, my 
name is K, D. Kuntson, and I am from Rock County. I have been 
farming for quite a long time. I don’t represent anyone else today 
except myself, and I have no petitions. 

I fully appreciate the scope of the project you are undertaking. 
I also know full well that it will be very difficult for you, or anyone else, 
to evaluate the testimony that is presented at a public hearing, such 
as this. It is traditional of us Americans that our hearts and sym- 
pathies are always with the underdog, and truly the farmer today is 
the economic underdog of our country at a time when almost everyone 
else is enjoying a record peacetime prosperity. 

Even we farmers are feeling sorry for ourselves, which is a bad 
sign, because farmers, by and large, are individualists and very 
independent. 

I am afraid this condition is going to make it doubly hard for you, 
our duly elected representatives, to evaluate the situation from a legis- 





178 INVESTIGATION OF DAIRYING, 1955 


lative point of view, because we are so apt to let our hearts and our 
oe get the best of our better judgment under these circumstances. 

perating a Wisconsin livestock and dairy farm is my only busi- 
ness, and I have been at it a long time. I think I have learned my 
business quite well, and I hope I have also learned to be a good citizen 
under God of this great land of ours. 

I would like to present to you for the record some observations that 
are the result of about 40 years experience in farming along with a 
very few figures that are taken from my farm records of 1954. 

1. Farming is not a way of life as some people would have you 
believe. It is a cold, hard, very competitive business. Anyone who 
doesn’t think so better have a big bankroll or another source of income 
before he starts farming. 

2. This business of farming has been going through a period of 
very drastic change in the past 20 years. We are still in the transition 
period and that is the root of the dilemma we find ourselves in. 

3. By putting the farm on rubber, so to speak, we have lost our 
position of comparative self-sufficiency and have become dependent 
on many other industries. On my farm there are over 100 inflated 
tires and a dozen electric motors and 8 gasoline engines. 

4. Under our capitalistic freedom of enterprise system we have 
become the greatest Nation in the world. Under this system the goal 
has always been large volume plus small margin equals large net 
profit. That is the goal of every American businessman, be he a large 
or a small operator. 

5. The farmer is the greatest capitalist of them all. He has one of 
the largest capital investment per unit of manpower of any industry or 
business. 

6. The livestock farm of today must be much larger than it was 20 
years ago to compete in that business. 

7. Only the highly specialized phases of farming can make a profit 
on asmall acreage. 

8. The family size farm of today must be large enough and good 
enough to produce a large volume at a small margin of profit in order 
to maintain the family income. 

9. There are many such farms in Wisconsin that are operating in 
the black even today. 

10. It is the farm that is too small and for that reason has been 
unable or sometimes unwilling to keep up with changes and advance- 
ments of the past 20 years that is in real trouble. It is my humble 
opinion that no Government program or subsidy can help him for 
long. He must make 1 of 3 choices. 

First, increase the size of his operation. 

Second, specialize. 

Third, find some other source of income. 

Many of them have made these adjustments. No one has a more 
vivid memory of the depression of the thirties than I have. 

In January 1932 after I had been to the bank and borrowed the 
money to pay my taxes, I told my good hired man that I wished he 
would find another job because I could not pay his wages anymore. 
He said, “I know I can’t get a job and I don’t want to go on relief 
so I'll stay and we can cut wood for fuel and if you can buy enough 
groceries for my wife and two kids we'll get along until times get 
better.” So he stayed and we came through somehow. 
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To me it is a national disgrace that. we were not intelligent enough 
to get ourselves out of that depression in 10 years until a war boiled 
us out. It is my opinion that the farm programs of our Government 
that were fathered by the depression and later by war have done much 
to aggravate the situation that agriculture finds itself in today. 

All of the alphabetical Government agencies that have existed 
under the pretext of paying farms for something any good farmers 
should and would do anyway. All the production goals followed by 
price ceilings when everyone else went right along raising prices and 
wages, then subsidies and payments for limes and fertilizer to grow 
more crops to produce more surpluses, etc. Does it not make us look 
kind of silly? A lot of farmers think so, in fact in 1954 we were 
unable to find a farmer in the town of La Prairie, Rock County, where 
I live that would accept the job as committeeman, in ACA. Two of 
the alternates did meet at the county office to check corn acreage but 
refused to accept the 10 bucks pay allowed for committeemen. They 
said they were not going to allow themselves to get on the Govern- 
ment payroll gravy train with a social security number thrown in. 

Where, then, should we go from here, that we may best profit from 
past mistakes and experience ? 

Government aids to farmers should always be of a temporary 
nature to prevent national economic catastrophe. The flexible sup- 
port policy makes sense. However, take note that when the level of 
support is so high that producers of a supported commodity are 
willing to subject themselves to marketing quotas and acreage con- 
trols it is a very sure sign the support price is too high. These same 
producers should then be willing to take the needed acreage out of 
production completely without further remuneration. 

It seems to me that Government purchase and storage programs 
have hung like a ball and chain around farmers’ necks since they 
were beginning. They are today the most depressing factor on our 
prices. They are splashed all over the front pages of every news- 
pepe and magazine in the country and bellowed over every radio. 

ould we not. be acting more like sensible adults if we passed some 
legislation that would enable farmers to collectively handle their own 
excess production? And at the same time take the Government out 
of the commodity business which certainly you will all agree never 
should be a function of Government. 

And let’s make a study of legislation governing farmer owned and 
controlled cooperatives that they may be strengthened and encour- 
aged so that farmers will be better able to help themselves. 

And, finally, let’s dispose of that political monstrocity the former 
AAA, now the SCS, or something with its thousands of payrollers, 
and resolve that future farm programs, if any, be administered at the 
State level through the Extension Service, which is far more capable 
of handling such programs without political influence. 

Let us be ever alert to the fact that Government controls over agri- 
culture, with its policing personnel, will quickly lead us into a police 
state. It cannot do otherwise. 

Some other way must be found or we had better take Government 
completely out of the farm picture. 

I feel sure this latter would be in the best longtime interest of agri- 
culture. 
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It would no doubt be pretty rough, for a short time, but I am con- 
vinced it would be a very short time if we can hold the balance of 
our economy up during the period of adjustment. 

Mr. ArernetHy. Mr. Knutson, I would like to ask you one question, 
please, sir. 

I understand you favor the complete abolition of the APC program ? 

Mr. Knutson. That is right. 

Mr. ABperNeTHY. Have you ever accepted any of its benefits. 

Mr. Knutson. I have. 

Mr. Asernetry. If you do not favor it, why did you accept it? 

Mr. Knutson. I assume I helped pay for it so why not accept it? 

Mr. Asernetruy. Do you still accept the benefits of it? 

Mr. Knutson. If the programs happen to fit my operation, the 
benefits no doubt will be forthcoming. I don’t know if I receive any 
benefits this year or not. 

Mr. Anernetuy. You said to abolish it and transfer it to what? 

Mr. Knutson. To the Extension Service, at the State level. 

Mr. ABERNETHY. Do you propose that the Federal Government con- 
tinue to appropriate for it if they give it up and turn it over to the 
Extension Bervies at the State level ? 

Mr. Knutson. If it is in the interests of the national economy, they 
probably would; if not, they probably would not. 

Mr. Apernetuy. How would transferring the ACP from one office 
to another, yet perpetuating the same program, help it; in other 
words, how would it improve the program in the interests of agricul- 
ture to transfer the ACP from the ACP office to the county agent’s 
office. 

Mr. Knutson. I don’t believe that is quite what I said. 

Mr. Anernetiy. What did you say ? 

Mr. Knutson. I said if any national farm program of that type is 
necessary, it should be transferred to— 

Mr. Aserneruy. Is it necessary ? 

Mr. Knutson. I do not believe it is. 

Mr. Asernetuy. Let us not go any further, if that is the way you 
feel about it. 

But, you accept it, though ¢ 

Mr. Knutson. As long as we are here, we might as well all of us 
accept it. 

Mr. Asernetuy. Any questions, gentlemen ? 

Mr. Knutson. I still. 

Mr. Aperneruy. I am sorry. I thought you were through. 

Mr. Knutson. That is perfectly all right. Anyone who wants to 
can interrupt any time. It doesn’t matter. 

Mr. Aperneruy. You are for the things in the rest of your state- 
ment. You are against what you testified toup to now. I believe you 
are against the things you just testified about ? 

Mr. Knutson. That is right. 

Mr. Apernetiy. Now you are coming to the part that you are for 
now ¢ 

Mr. Knutson. Yes. 

I have one suggestion, I do think that there is a place for Govern- 
ment to help our young farmers under 35 years of age, with experience, 
to start farming. Their problem is financial. 





INVESTIGATION OF DAIRYING, 1955 181 


They must have someone to underwrite their credit. It requires 
about $100,000 in cash or credit to start a good 160- to 200-acre live- 
stock farm. 

In closing, I would like to give you a few cost figures, taken from my 
1954 records: Labor, $6,607; feed, $4,544; seeds, $958; supplies, $905 ; 
repairs and maintenance, $3,779; fertilizer and lime, $1,854; veter- 
inary, $263; gasoline and oil, $2,209; taxes on property, real and per- 
sonal, $939 ; and insurance, $422; for a total of $22,480. 

I received from SCS payments of about $218 in 1954, and I ask 
you just how important do you think that program was to the opera- 
tion of this farm ? 

I might add that I did not make much money, but I did operate in 
the black. 

So, if you stop and consider this one fact, that a minority of our 
Nation’s farmers produce 85 percent of our Nation’s food and fiber, 
and that this 85 percent is in strong hands, then it must follow that 
Government giveaway programs are for the benefit of that minority, 
who do not want it or need it, and too little and too late to help the 
majority, who would perhaps be better off without it. 

I have great confidence in the future of our great country, and in 
the future of agriculture, if we keep our feet on the ground and let 
Government govern and let farmers farm. 

We are indeed fortunate today that we have a great statesman in 
the White House and a great statesman for Secretary of Agriculture. 
Let us pray to God that He may give them the strength and the courage 
to carry on. 

Thank you, gentlemen. 

Mr. Asernetuy. Any questions? 

Mr. Jenninos. Yes. 

Mr, Anernetuy. Mr. Jennings. 

Mr. Jenninos. I believe you stated that you would like to see the 
Government pass such legislation as would permit farmers to take care 
of themselves. 

Mr. Knutson. That is right. 

Mr. Jenninos. Do you have any recommendations? 

Mr. Knutson. The recommendations, as far as the dairy industry 
is concerned—and that is the one perhaps I am closest to—have been 
made through the National Dairy Federation, a program of self-help 
for dairy farmers. That is the starter on the plan, I think. 

Mr. JENNINGS. But you think that the Federal Government should 
pass legislation that would carry their recommendations into effect? 

Mr. Knutson. Let’s put it this way: If it is necessary that the 
Federal Government 

Mr. Jennings. That is the question I am getting to. You said that 
we should legislate, and now you are saying “if.” Now, which one 
do you want ? 

Mr. Knutson. Not being an attorney, I am not too familiar. 

Mr. Jenninos. NeitheramI. Iama farmer also. 

Mr. Knutson. Then we are on the same footing. 

Mr. Jenntnos. Beef cattle. 

Mr. Knutson. That is all right. 

Mr. Jenninos. It is not, down in my section. 

Mr. Knutson. You and I could trade dollars, I think, couldn't we? 
We would be about even. 
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Mr. Jennrneos. If we had the dollars; yes, sir. 

Mr. Knutson. We could borrow them someplace. 

It is my opinion, and has been my opinion for quite some time, that 
farmers through their own organizations could set up a surplus dis- 
posal or a surplus control program of their own and assess themselves 
for the handling of it. Some people dispute me on that. They claim 
they would run into the antitrust laws of our country. I do not know. 

Mr, JENNINGS. That would not require legislation; would it? 

Mr. Knutson. That is right; it would not. 

Mr. Jenntnes. You said we should legislate to help the farmers 
take care of themselves. What legislation do you recommend ¢ 

Mr. Knutson. I don’t believe I said they should legislate to help 
the farmers take care of themselves. I said we should watch legisla- 
tion affecting farmer-owned and farmer-controlled cooperatives. 

Mr. Jenninos. Now, the other thing here was on this extension 
service. I think the chairman touched on that, but do you feel that 
we should continue to make Federal appropriations for extension 
service, research, marketing, and so forth ¢ 

Mr. Knutson. I think we should; yes. 

Mr. Jenntnes. Now, on your last thing you recommended that the 
Government should help, or at least someone should underwrite the 
capital necessary for farm operation. 

Mr. Knutson. In the instance of the young men that are starting 
farming and that are unable to finance themselves. 

Mr. Jennings. Just how would you carry that out? Would you 
advocate the Government remaining in the loan business, just as the 
Farmers’ Home Administration and the Federal land bank? 

Mr. Knutson. Yes, I would; yes. 

Mr. Jenntnes. Would you recommend under present-day prices 
that a young man borrow the necessary capital to start farming? 

Mr. Knurson. I am afraid I wouldn’t. I am too old a hand at it. 
But there are young men that could borrow the capital today and make 
a success of it. I perhaps would be inclined to discourage them a little 
bit. I never yet told a man that something couldn’t be done, because 
just as sure as I did, some fool came along and did it. So it is not too 
smart todothat. I wouldn’t discourage a young man. 

Mr. Jennines. Thank you. 

Mr. Avernetuy. Thank you, Mr. Knutson. 

Mr. Walter Kirchner. 

1 do not like to cut anybody’s time off, but would you accommodate 
the committee to make your statement as briefly as you can, and I 
will stay out of your way. 


STATEMENT OF WALTER KIRCHNER, A TENANT FARMER, 
KENOSHA, WIS. 


Mr. Kixcuner, I thank you very much. 

I am one of Wisconsin’s tenant farmers who eventually would like 
to own his own farm. I am testifying at this hearing because I have 
a great concern for the future of agriculture, particularly dairying. 
I am a member of a number of farm organizations, including the Farm 
Bureau. This is important to me because it is a way for grassroots 
thinking to find its way into agricultural policy. I am also grateful 
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for the opportunity to appear at this hearing as an individual farmer ; 
so the views expressed here, I assure you, are those of my own. 

There are perhaps as many ideas about the desirable level of sup- 
ports as there are representatives of the dairy industry. They range 
all the way from people who believe we should have no supports at 
all to those who suggest a figure like 100 percent of parity. 

For those who advocate a price support of 100 percent of parity, 
I wish to make this observation. At no time in the 22 years between 
1920, World War I, through 1942, World War II, has parity ever 
reached 100 percent. In 1932 parity reached a low of 58. As of Octo- 
ber this year it is about 82 for dairy products taken as a whole, which 
is at least average during a peacetime economy. I doubt if we can 
expect our Government to support dairy prices at a level which was 
never achieved in the 22-year interim between the first two World 
Wars. Not only is it difficult to justify a figure like 100 percent of 
parity, but I believe it is difficult to justify the idea of parity itself as 
a basis for inducing future production. Parity merely shows a rela- 
tionship which existed in the past. To project past relationships into 
future production patterns may not be at all in accordance with exist- 
ing demands and can only distort our real price relationships. 

have heard discussions on why we should have a higher price for 
the commodities we produce, but I have not heard how this can be done 
within the framework of the free enterprise system on a long-term 
basis. It seems easy for a government to acquire surpluses but hard to 
find markets for them without depressing existing prices with those 
surpluses. Just how are we to dispose of all the production that high 
prices would encourage? One of the common answers often given is 
to export more of our agricultural products. Another plan is to sub- 
sidize the farmer and sell the products to the consumer for whatever 
price it will bring. Another proposed solution is that production 
should be controlled so that there is no surplus. 

I believe that there is general agreement among farmers that more 
of our farm produce should be exported, and recent efforts seem to 
indicate that the way is now open for commodities to be sold to foreign 
governments in exchange for raw materials needed by industry. But 
it must be remembered that this program has limitations just as the 
shortage of American dollars limited purchases. Likewise, higher 
support prices mean less home consumption and more surpluses for 
export at more unfavorable prices. The problem snowballs into a 
mountain of difficulty. 

My greatest. objection to the subsidizing-the-producer plan is that 
all farmers would soon depend on regular government checks for exist- 
ence. The inefficiencies of big government coupled with the controls 
necessary for its operation make it costly to the taxpayer and incon- 
sistent with the principles of free enterprise. It is not conducive to 
efficient farming, nor to the development of individual initiative on 
the farm. This pricing conditions the consumer to an unreal price. 

I do not believe that production controls would be effective in dairy- 
ing. From what controls have done in cotton, wheat, and corn, I want 
no part of them. Despite the cut in acreages, production has remained 
high, and yields per acre have jumped tremendously. In effect, the 
program has failed to curtail production. I doubt if such a program 
would work with dairy cattle, particularly when over 80 percent of 
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the farms with cows have less than 10. About 18 percent of the farms 
with cows have 57 percent of the cows in the Nation. These, the 
specialized dairy farmers, would be the ones that would carry the 
brunt of the control program. 

The diverted acreage problem is perhaps the greatest threat to the 
Wisconsin dairyman. While growers grew less cotton, corn, and 
wheat acreage, they did grow a lot of feed crops on the acres that were 
cliverted. Let me cite how some of these diverted acres were used: 

Oats acreage increased 350,000 acres; barley 1,326,000 acres; rye 
1,029,000 acres; soybeans 1,107,000 acres; peas, in competition with 
Wisconsin farmers, 8,000 acres. 

These growers not only receive high support prices for their crops, 
but also raised feed crops on their diverted acreage increasing the feed 
supply so that the slaughter of animals this year has increased 7 
percent. 

The worst feature of government controls on agricultural produc- 
tion, in my opinion, is the paving of the way for socialization in agri- 
culture. In farming we have essentially free enterprise operating in 
the hands of a large number of independent, self-employed people. 
Yet in the field of agriculture we seem to have more government con- 
trol than in any other sector of our economy. This has expressed itself 
most viciously, I feel, in programs such as the current wheat program. 
T saw a $700 penalty check paid by a farmer because he grew 30 acres 
of wheat. It was then that I realized that our basic philosophy must 
be wearing thin, and that a new type of ideology is molding the minds 
of people administering our program. 

Why do we tolerate a program which is inconsistent with our heri- 
tage and ideals and has its roots in socialist philosophy? Is socialism 
our only alternative? Do we have to sacrifice our individual rights 
each time we try to solve one of our economic problems? 

My convictions are merely this: I question whether 2 or 3 farmers 
have a right to decide what the fourth farmer can grow on his land. 
I believe that there are certain liberties which should not be subjected 
to tests like majority rule. Whether a farmer plants one crop or an- 
other should be his own decision. I believe that a lot of us are farm- 
ing because we value the freedom to plant and harvest the crops we 
like or are profitable for us to grow. If we submit every crop-plant- 
ing decision to majority rule, we would lose our individuality of 
thought and action and, at best, we would be well-fed, well-kept slaves 
of society. When the farmer must do things for the general welfare 
rather than for himself, he is no longer in a free-enterprise system. 
He is then operating under socialism. 

We have kept records of milk production from the time I started 
farming 6 years ago. In 1951 we received an average of $4.82 per 
hundred for our milk. If production had been frozen at that level, 
the 165-acre farm that I operate would have had over $5,000 less in- 
come last year, with last year’s prices. Or, to put it another way, 
if production controls on dairy would have held our early production 
level constant, we would have to receive over $5.60 per hundred to get 
the same milk income we received on this farm in 1954. We might 
then ask ourselves, should our farm policy be keyed to the needs of 
the inefficient farmer, or should it offer the opportunity to become 
more efficient, more competitive, and more productive as technology 
and population advances? 
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I believe that any agricultural policy that we might adopt should 
be good for the farmer as well as for society, and it must stand this 
test: It must add to and not subtract from the freedom of the indi- 
vidual. It must give him an alternative, not an order, and it must 
prevent the abolition of liberty that is now taking place. 

There is no = solution or panacea for gearing down agricul- 
tural production from a war to a peacetime economy. There are, 
however, some things we should have in our agricultural program to 
make it work for our own good and for the good of the Nation. Some 
of the features I consider necessary for such a program are as follows: 

1. Use an income and educational approach rather than a price 
approach for helping small or low-income farmers. 

2. Use a flexitte system for minimum support prices to allow the 
establishment of proper price relationships. 

3. Allow farmers to participate in control programs on an incentive 
and voluntary basis, with a real attempt to adjust supply to antici- 
pated demand. 

4. Allow also retiring farmers to participate in a soil bank program, 
permitting entire farms to come under the program. 

5. Discourage use of Government funds for land reclamation and 
new irrigation projects when the Government also supports produc- 
tion control. 

6. Expand foreign markets to their fullest. 

7. Support research in agriculture to make United States farmers 
more efficient and better able to compete at home and on the world 
market. 

8. Support commodity research for developing new uses and out- 
lets for farm products. 

9. Commodity programs should be used primarily for purposes of 
stability within agriculture. Government policy should be aimed at 
improving all of agriculture for long-term prosperity. 

I thank you. 

Mr. Asernetuy. Very well. Thank you, Mr. Kirchner. 

Gentlemen, I would like to say that the Chair cannot entertain 
questions. We are running behind and we must get to the next 
witness. 


Mr. Carl Doeringsfeld ¢ 


STATEMENT OF CARL DOERINGSFELD, A FARMER, GRANT 
COUNTY, WIS. 


Mr. DorrtnesFreLtpD. Mr. Chairman and gentlemen of the commit- 
tee, my name is Carl Doeringsfeld. I am a farmer from Grant County, 
Wis., where I have farmed on the same place for over 40 years. I 
have engaged in a dairy and hog production enterprise, beef pro- 
duction, and currently am producing corn for market as a primary 
source of income. 

I have been active in the Farm Bureau, both on the local and State 
level, for over 25 years and, as a sidelight to my testimony as an indi- 
vidual, wish to make the following statement : 

Our county organization has a membership of 1,700 farm families 
out of a total of 3,000 farms in the county. At the annual meeting in 
October 1955, the following two-way resolution was presented : 


69970—56——-18 
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1. We favor a flexible price-support system. 

2 We favor 100 percent of parity supports and would accept con- 
trols. 

The vote was unanimous in favor of flexible support. 

Farmers are in financial difficulty. That we will all agree upon. 
That our difficulties arise from the prices we are receiving for our 
produce, I would not be willing to concede. I have sold hogs, milk, 
beef, and eggs within the last 15 years at lower prices than those cur- 
rently prevailing and still considered conditions very acceptable. The 
difficulty arises rather from the surpluses hanging over our heads 
and the high cost of the goods we must buy. 

That being the case, should we not attempt to find the reasons for 
those factors and correct them rather than hunt some other approach ? 

During the last three wars, agriculture geared itself to a much 
higher production rate. Our friendly allies and the military had 
need of vastly increased supplies over peacetimes. True the soldiers 
in the field used little more than they would have as civilians, but the 
military bought it, such as the reported 60 years supply of hamburger 
on hand in military warehouses, but the goods were taken off the mar- 
ket and that was enough for us. 

After war, it becomes necessary to readjust. High supports, used 
to encourage increases in production during the war, and not low 
prices which reputably are the things to reduce production, were not 
discontinued after the war, thus discouraging and delaying read- 
justment, and the Government got in the storage business. 

High prices excused labor for asking for increased wages, industry 
passed these on to consumed goods, parity went up, and another round 
was started. Our production was being priced off the foreign market 
and wherever possible substitutes appeared on the market, margarine 
for butter, vegetable shortenings for lard, synthetics for cotton, et 
cetera, and Uncle Sam started accumulating surpluses. 

These surpluses depressed the market; and, unless the producer 
dealt direct with the Government, high supports were not effective 
in giving him a high price. If they had been, we would have no 
problem today, for market prices went below 90 percent of parity 
long before the institution of flexible supports. 

As a corn producer, one who believes in producing for consumption, 
not for Government storage, let me cite just this year’s personal 
experience. Government supports on corn this year were 87 percent 
of parity or $1.58 per bushel. However, being unable to continue 
to hold and build up the high surplus holdings in Government bins. 
Government corn of 4 or 5 years’ standing was offered during the 
summer at $1.35 and $1.29 per bushel, nearest terminal price less 
cost of freight. Naturally the market followed downward, aggravated 
by the threat of the surplus. 

While weather conditions shortened the supply, particularly in 
many localities and demand was heavy, still combined factors placed 
a market value of corn on the farm at $1 to $1.15 per bushel, 61 percent 
of parity, although Government supports were at 87 percent of parity. 
Unless you intended to deal only with Uncle Sam, the high support 
was meaningless and certainly the Government surplus holdings were 
to blame for the depressed price you did receive. 
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Feeders might think to praise that situation, but it is only a tempo- 
rary and false relief. The cheaper corn only encouraged feeding 
hogs to a heavier weight, causing breeding of more sows for spring 
farrow, and further delay and adjustment in hog numbers with a 
cee apinreeent in price. 

High supports have not and will not solve the problem. Flexible 
supports have not had an opportunity to become effective in the basics 
because of accumulated surpluses. 

My recommendation for a farm program would be this: First, 
get the problem out of the field of party politics and into the hands 
of statesmen such as our present Secretary, Ezra 'T. Benson, then, a 
free and unfettered, unsponsored economy in industry, labor, and 
agriculture, a flexible support program to guard against disaster and 
encourage individual ideasaat, purchases by Government for the 
school lunch, relief, and certain export needs on a year-round basis, 
not on a depressed market basis, improved research and technological 
advancement, and that would mean appropriate more funds for re- 
search, the more the better, because that is for efficiency. 

Experience would lead me to believe these things would lead to a 
worthwhile future in farming. The other proposed remedies to regi- 
mentation and social disaster. 

I thank you very much. 

Mr. Anerneruy. We appreciate your statement. 

Any questions from anyone? 

Thank you very much. 

Mr. ApernetHy. We thank you very much. I would like to have a 
little time to entertain questioning, but. we are running a little behind, 
so we better move on. 

Mr. DorrtnesFevp. I would like to have permission to have Mr. 
Ernie Agru, a dairyman from Milton Junction, to take just a few 
minutes for a statement. 

Mr. Aperneruy. I wish I could do it now, but I cannot break into 
this agenda. If we have time left we will hear him. I have to take 
them in order as listed. If he has a statement, he might file it. I 
wish I could do that but I cannot. 

Mr. George Mooney, of Wisconsin Cheesemakers. 

Mr. Mooney, are there other witnesses to testify with you or are you 
the only witness ¢ 


STATEMENT OF GEORGE L. MOONEY, WISCONSIN CHEESEMAKERS 
ASSOCIATION 


Mr. Mooney. One; I was going to concede about 5 minutes to 1 
man from Marshfield. 

Mr. Latrp. He is gone. 

Mr. Apernetuy. You are the only witness to testify for the Cheese- 
makers ¢ 

Mr. Mooney. That is right. 

Mr. Apernetuy. Then you may proceed. 

Mr. Mooney. My name is George L. Mooney, representing the Wis- 
consin Cheesemakers Association, with offices at Plymouth, Wis. Our 
membership includes over 600 of the State’s 1,000 cheese factories. 
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A study of the growth and development of the Nation’s dairy in- 
dustry throws the spotlight on Wisconsin, which produces 14 percent 
of the Nation’s milk. 

Historically, open competition has permitted a well-balanced utili- 
zation of the milk of this State, in quantities sufficient to supply the 
market demand. 

One thousand cheese factories in this State are producing about 50 
bene of the Nation’s cheese and using about one-third of the State’s 
milk. 

Any factor which gives a price advantage to one dairy product 
as against another, will cause an uneconomic shift of milk to the prod- 
uct enjoying a protective price advantage. 

There appears to be general agreement, both within the industry 
and the United States Department of Agriculture that, the present 
Government support price formula does give a a advantage to 
butter-powder plants as against cheese plants. This — disparity 
ee is justified by a desire to divert milk from the cheese plant 
to butter powder plants, because there is greater opportunity for dis- 
posal of the butter and powder purchased by the Government. 

We cannot subscribe to farm support program geared to easy dis- 
posal of Government stocks if this program throws production out of 
sound economic balance. 

This price disparity does exist, in spite of the fact that prices paid 
by our cheese factories indicate otherwise. The reason is obvious, if 
you are going to continue your cheese factory you must have milk 
and to hold your milk patrons you must meet competitive prices. 
This is axiomatic. You will continue operating at a loss, although 
many have, and are doing so, expecting early correction of this in- 
equity. The situation is serious. 

The price differential is about 15 cents to 20 cents per 100 pounds of 
rere This means cheese should increased over 114 to 2 cents per 

ound. 
. Another factor adversely affecting cheese factories is failure of the 
Government to recognize whey powder as a dairy product the same 
as skim milk powder. 

In a recent survey report, June 1955, by the Economics Department 
of our College of Agriculture and our Wisconsin State Department of 
Agriculture the following statements were made: 

(a) It is our opinion that if the present competitive relationship continues 
there will be a sharp increase in cheese-factory closings in the fall of 1955. 

(b) If the Amercan cheese industry is to be maintained in the same competitive 
relationship that existed from 1947 to 1952, we believe that the support price of 
American cheese must be increased at least 1 cent per pound. This conclusion is 
based upon an appraisal of prices paid for milk, prices received for products sold, 
and upon operating-costs data. 

(c) If it is the intent of the United States Department of Agriculture in the 
administration of the price-support program to bring about or cause a partial 


shift of milk utilization from American cheese to other uses, this will be accom- 
plished under the present price structure, and this trend is already underway. 


The statistical data to support the above are available to this com- 
mittee. 

May we summarize : 

1. To maintain a balanced production of manufactured dairy prod- 
ucts and prevent an uneconomic shift or diversion of milk, the support 
price of cheese should be increased 2 cents per pound. . 
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2. That prompt relief is urged to check the existing trend of cheese- 
factory closings. 

3. Include whey as a dairy product in the dairy price-support pro- 

ram. 

: 4. We are familiar with, and support, the brief to be submitted by 
the Wisconsin manufacturers of swiss cheese this afternoon, and we 
urge your favorable consideration of their request. 

ay I add, Mr. Chairman and gentlemen, that what I have ad- 
dressed myself to may have more to do with the administration of the 
act and requested relief through those channels rather than through 
congressional legislation. 

Mr. Anernetuy. I think it does, in some respects. I was going to 
ask you about that. And there is one other thing I am going to ask 
you about, very briefly. 

On page 3, No. 1, your recommendation there, increase of 2 cents 
per pound support price to cheese, none of that would go to the farmer, 
as I understand it, or would it ? 

Mr. Moonry. Yes; it would. 

Mr. Jounson. No. 

Mr. Latrp. Mr. Chairman, I think, on the basis of the arguments 
the cheesemakers have made to me,'they feel there is disparity in the 
present relationship between powder, butter, and cheese prices; and 
if there is a disparity, the increase is needed in order for a cheesemaker 
to maintain his present paying price. 

Mr. Mooney. That is correct. 

Mr. Latrp. I think you cannot make the statement, if you follow 
the report of the College of Agriculture, that this would necessarily 
accrue to the farmer, because the cheesemakers argue it is needed in 
order to keep the cheese milk paying price in a competitive position 
according to the brief of the College of Agriculture. 

Mr. Moonry. To remain in this competitive picture. 

Mr. Latrp. That is right. And, as far as any increase in support 
level that would accrue to the farmer, your position, as I understand 
it, is that you want some consideration given to the disparity that 
exists at the present time. 

Mr. Mooney. That is right. That is why I said because the present 
price doesn’t. 

Mr. Jounson. With your present price of cheese 

Mr. Mooney. I can’t meet their present prices. 

Mr. Jounson. Can you meet their present prices under the present 
formula ? 

Mr. Moonry. To meet present prices under the present formula— 
no, it cannot be done. I guess there is no argument on that point, 
Mr. Johnson. 

Mr. Anernetuy. Thank you, Mr. Mooney. 

Mr. Bill Ward? 

Allright, Mr. Ward. You have 5 minutes. 


STATEMENT OF WILLIAM WARD, A DAIRY FARMER, NEAR FORT 
ATKINSON, WIS., JEFFERSON COUNTY, AND PRESIDENT, JEFFER- 
SON COUNTY FARM BUREAU 


Mr. Warp. Gentlemen of the committee, my name is William Ward. 
I am a dairy farmer from near Fort Atkinson, Wis., in Jefferson 





190 INVESTIGATION OF DAIRYING, 1955 


County, and, incidentally, I might add that I am president of the 
Jefferson County Farm Bureau. 

I am appearing before you today, not so much because I want you 
to do something. I feel that all too often we have the tendency 
to run to the Government with all our troubles, when we would have 
been better off spending our efforts solving our own problems. I am 
appearing here rather to urge you not to do certain things. Eco- 
nomic and eae ressures may drive you to vote for legislation 
that some claim would benefit the dairy farmer, but which I believe 
in the long run would hurt us badly. 

As you well know, we dairy farmers are caught in a cost-price 
squeeze. Our costs have increased, while milk prices fell because pro- 
duction exceeded consumption, not because of any action on Secretary 
of Agriculture Benson’s part. I really believe that Secretary Benson 
is an intelligent, conscientious man, who uses the best long-term 
interests of agriculture as his guide in making decisions. I am sure 
that no man on this committee would like to be in his shoes and have 
to take the abuse he has. 

Some say our problem is not overproduction but underconsumption 
due to poor distribution, artificial barriers, and lack of ant on pro- 
motion. Progress is being made in each of these fields, but the fact 
still remains that production exceeds consumption and we have a 
surplus. 

Why is production so high? I believe there are three reasons. 
First, we have just passed through periods of war with emphasis on 
increased production and the good prices to stimulate it. So cow 
numbers are high. Second, the production per cow has been increas- 
ing constantly for many years because of better feeding, breeding, 
and management. Third, because of the rigid 90 percent of parity 
price-support program, we didn’t have to shift or adjust our pro- 
duction when we reached the point of surplus production. We went 
right on overproducing, knowing that the Government would buy 
what the public didn’t. In doing that, the Government has accumu- 
lated huge surpluses that now have a severe depressing influence on 
the market. 

Under the flexible 75 to 90 percent of parity price-support system, 
2 things have happened. First, the urgency for increased promotion 
was keenly felt and carried out, which coupled with cheaper prices 
and an increasing population has brought about increased consump- 
tion. Secondly, some producers have quit dairying for somethin 
more attractive, so cattle numbers in the United States is down and 
the trend of big increases in yearly milk production has been halted. 
Milk prices are responding to the improved picture. My prices for 
the last 3 months have been from 5 to 37 cents per hundredweight over 
the same months a year ago. That is the first time that has happened 
since 1952. In fact, the price I received for my September milk was 
just 4 cents per hundredweight lower, and the October price will be 
higher, than I received for milk in the same months of 1953, while 
we were under 90-percent supports. We have come part of the way 
back, but we are not out of the woods yet. 

Now there are those who in return for a little higher Government 
guaranteed price are ready to even take production controls. I want 
no part. of them and don’t think those who advocate them realize the 
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seriousness of their request. Historically, this country has been a 
champion of freedom. Our forefathers came to this country seeking 
it. Under our free enterprise, capitalistic system our country has 
become great. I am not ready to give up my freedom to produce for 
a little false security and caution you Representatives against such a 
plan for dairying. It would be a distinct step in the wrong direction. 

In our area even now, good farms are making money. The hardest 
hit is the inefficient operator and small one. With our improvements 
in mechanization each farmer can handle more acres and livestock. 
Consequently, the small farmer findsehimself with not enough produc- 
tion units and high production costs. The hard truth is that we can’t 
stop technological advances so the small farmer has three choices. 
Either get more land, find a more intensive crop or livestock system 
suited to his farm or take some off the farm employment. 

Mr. AsernetHoy. Mr. Ward, I hesitate to interrupt you, but your 
timeisup. I will let you insert the rest of your statement. 

Mr. Warp. Very well, sir. 

(The statement referred to follows :) 


Right now people are working these things out for themselves. To try to 
help these people by higher price supports won’t help them long and will put 
off the inevitable adjustment. You can’t long afford to subsidize inefficient 
production. These people need educational help and assistance in finding jobs. 
The idea of the soil fertility bank as outlined to you by Mr. Walter Kirchner ap- 
peals to me. In conclusion, let me say that although I’m not satisfied with 
present milk prices, I feel the present program is taking us in the right direction. 
Returning to 90-percent supports without production controls would not work. 
Adding production controls would be an infringement on our liberties. 

In our representative form of government, we expect our elected representatives 
to be intelligent, conscientious men capable of gathering the necessary facts and 
then making decisions on the basis of what will be best for us over the long haul— 
not merely what the majority of voters want at a particular moment. If that 
is what we want, we could use file clerks and IBM machines. So, your job is 
to make intelligent decisions on the basis of fact and judgment, not popularity 
alone, and then convince the voters of your district that you are right. 


Mr. Warp. Would it be permissible to read my last paragraph ? 

Mr. Apernetuy. All right, sir. 

Mr. Warp. In our representative form of government, we expect 
our elected representatives to be intelligent, conscientious men, capable 
of gathering the necessary facts, and then making decisions on the 
basis of what will be best for us over the long haul, not merely what the 
majority of voters want at a particular moment. 

If that is what we want, we could use file clerks and IBM machines. 

So, your job is to make intelligent decisions on the basis of facts 
and judgment, and not popularity alone, and then convince the voters 
of your district that you are right. 

Mr. AnerneTuy. Thank you, Mr. Ward. 

Mr. John Ebbott ? 

Mr. John Fluckinger or Mr. Lyman D, McKee? 

Is Mr. Baumann in the chamber ? 

Mr. Baumann, would you come forward, please, sir? 

Mr. Sam Hoffman—is he in the room ? 

Mr. McKer. I wonder, Mr. Chairman, I would be on at 3:15. AmTI 
confusing the schedule here? 

Mr. AnerNneruy. Are you Mr. McKee? 

Mr. McKee. I am, sir. 
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Mr. AprrNetHy. According to my time you are on at 3: 10 and you 
are 5 minutes ahead of time. 
All right, sir. 


STATEMENT OF LYMAN D. McKEE, A DAIRY FARMER, SOUTH OF 
THE CITY OF MADISON, WIS. 


Mr. McKezg. Mr. Chairman, my name is Lyman D. McKee. I live 
on and own and operate a farm with my brother, just south of the 
city of Madison. On our farm about 60 percent of the income is de- 
rived from milk, 30 percent from hogs, and 10 percent from miscel- 
laneous income. 

We have farmed since 1932. I have had the privilege, if I may call 
it that, of farming through depression and wartime prices, and I 
farmed with 90 percent price supports and 75 percent price supports. 

I presume there are many farmers among us who would be dissatis- 
fied, some who are dissatisfied with 75 percent, and equally dissatisfied 
with 100 percent of parity as price support. 

However, I concede, in our own farm operation, I would show a 
monetary financial gain for the moment, with increase in price sup- 
ports but at the same time I am aware that I would stand to lose over 
a longer period of time in the future, not so much because of the im- 
mediate loss, as a matter of fact, I would gain a little under increased 
price supports, but because of the after effects. 

No. 1, I feel that a high price-support program encourages pro- 
duction in areas not suitable to dairying or not previously producing. 

As a member of a dairy organization—and I might add that here 


I am speaking as a ae and not as a member of any dairyi 


organization, I have had an opportunity to visit some of these out-of- 
State areas, and I have been amazed with some of the production that 
some of these areas have, they have gone into and they have expanded 
their dairying just because there was an opportunity with price sup- 
ports to make a reasonably better operation out of dairying than they 
could with what they previously had been in. 

I feel price supports create a lethargic attitude on the part of indus- 
try. As long as industry can get the price under a support-price 
program, they would rather lose the interest in personal contacts and 
increasing sales with customers. I feel a support price creates an un- 
realistic price structure, or an unrealistic understanding of true value 
at the market place. 

Speaking of dairying alone, we have seen the difficulty of a price- 
support program, and what it brought out on us in the last few years, 
and we know that this startling situation is faced by corn and wheat 
and cotton farmers. 

I cannot help but feel that that is the situation. As the driving 
force on those of us closely related to dairying there should be pro- 
vided an Operation Bootstrap, call it that, or self-help program, just 
to point out the programs in dairying, the State department of agri- 
culture, the interest of the Extension people, the Wisconsin Bankers 
Association, who have been giving of their time and efforts and finan- 
cially, to better the program of the dairy farmer, and also the Farm 
Bureau. 


te oh ia os OU CUCU hr, 
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Now, all of these programs to increase consumption have been ben- 
eficial, because we know that fluid-milk consumption was up in 1954 
over 1953, over a long period of decreasing consumption. 

We know, and we understand from figures available, that 1955 will 
even be better than 1954. 

We know that the consumption of cheese went up in 1954 from 
1953. We know butter consumption went up about a half pound per 
person per year. 

I read this morning in one of the trade journals that ice-cream pro- 
duction in 1955 was up every month over 1954, with the exception of 
two. We can’t help but feel these programs to increase consumption 
are being benaticiel and worthwhile. 

I am not going to burden the committee with a long list of recom- 
mendations, but I do rather seriously feel that pr oduction controls 
are not applicable to the dairy industry. I know that most of us like 
to feel that production controls are very applicable to the other fellow, 
but they are something we would like to get along without. 

Actually, you can control the acreage, but only last week I was on 
some farms in California where they were milking four and five hun- 
dred cows, on 10 and 15 acres, bringing in the feed. There is nothing 
to prohibit you from buying feed. Conceivably, that situation could 
arise in our State here. Then it becomes necessary, if we are going 
to control production, you must limit acreage then, and it would be 
unrealistic to limit acreage, and the only practical matter would be to 
limit the pounds produced per farm, and I cannot help but feel that 
that is going to create a problem that the dairy people wouid just find 
it difficult to live with. 

Every one of us were operating a farm. On my own farm I have 
seen the total production vary as much as 100,000 pounds in the course 
of a year. Perhaps I might have breeding trouble or help troubles, 
or pasture-management troubles. I might have a number of things 
that create undue fluctuation that I have no control over. 

On that basis I do not feel that you can administratively carry on a 
program that limits products on the farm. 

I do have 

Mr. Asernetiy. How much do you have? 

Mr. McKer. One statement, sir. 

I do have one suggestion, that the committee consider the establish- 
ment of the land-bank method of soil conservation. I feel that is one 
method. But, it is true you get the poor land. Perhaps that is the 
way it should 'be. 

Mr. Asnernetuy. Thank you, Mr. McKee. 

Is Mr. Fluckiger in the room ? 

All right, Mr. Baumann. 


STATEMENT OF AUGUST J. BAUMANN, A DAIRY FARMER, COTTAGE 
GROVE, WIS. 


Mr. Baumann. Mr. Chairman and members of the House Agricul- 
tural Subcommittee, my name is August J. Baumann. I am a dairy 
farmer and also a member of the Farm Bureau. But I appear here 
strictly as an individual who with over 25 years’ experience working 
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with farmers, living in Iowa, Illinois, and Ohio and Wisconsin, and 
after having been, after years as a dairy-herd improvement super- 
visor, herd manager, and milk inspector, I am convinced that any con- 
trols, formulas, or what-not that may be devised are useless, for they 
are for the other fellow. 

This is a free country ; however we sometimes wonder if we are not 
being conditioned for a regimented, policed society. 

My experience helping farmers help themselves, and from the testi- 
mony you no doubt heard today and I am sure you understand that 
farmers are rugged individualists, capable, persistent to the point of 
doggedness, to achieve their aims. 

We own our farm and have definite knowledge of the price squeeze, 
However, we know that we are fast approaching the period of low- 
tide sportsmanship and the results are beginning to appear in in- 
creased Government purchases of butter, powder, and cheese, to bolster 
dairy prices. 

The attacks leveled against our Secretary of Agriculture show the 
stupidity of the persons making the attacks, and I ask you in all 
sincerity, what could you have done differently under the act? 

The Secretary is attempting to handle what was handed to him in a 
very questionable conditions, in an orderly fashion. 

he agriculture program that we have today was developed on a 
bipartisan basis with the aid of agricultural advisers. The intention 
of the act has been changed, so that the spirit of the act has been nulli- 
fied. 

My figures show that there are many factors that affect results re- 
ceived by dairymen. Feeding, breeding, and management, are very 
important, but politics, and the merchandising of the production have 
a direct bearing upon the net returns. 

Our cows returned, beginning with 1950, $285; 1951, $407; 1952, 
$443; 1953, $417. Even with some very good bulls, our production 
also dropped. We received $270 income per cow in 1954, and this 
year, after culling, and we hope some increases in our price and effort, 
they are going to make us about $315 each. 

Before parity was lowered to 75 percent, I understand that the 
parity average was about 84. This last fall after the 75 percent of 
parity, we have milk prices at about 86 percent. 

These facts show me that artificial props have little value in helping 
maintain the dairyman’s income. 

The farmer is the only laborer that actually has the means of creat- 
ing wealth with the help of God, the soil, the animals, and the crops 
that spring from the soil. 

As yet I have not met the man powerful enough to regulate the 
weather and the whims of a bull, cow, boar, sow, or a persistent crop 
of wheat. 

Another thing, I would like to ask a question: What would you do? 

Our farm operation was analyzed at the university the past week, 
together with other farms. I wonder if you men could advise how 
I should plan my operations for 1956, in view of the fact political 
maneuvering is so uncertain ? 

Our farm among 40 farms under study, was better than the average, 
and has two of the prizes that produce the most income at present, 
dairy and poultry. Poultry was not subsidized, as I remember it. 
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Our farm returned $120 per cultivated acre, the top desired was 
$150. The recommendation was to increase the dairy by one-third. 
Your soil and cropping conditions will produce all of the feed that 
you will need. 

I am firmly convinced that the advertising program of the Ameri- 
can Dairy Association is very sound. Every effort should be made 
to increase foreign trade, use more dairy products for the Armed 
Forces, and in our Federal hospitals. 

It seems to me that any farm program that is developed piecemeal, 
without the consideration of the other agricultural production needs, 
is useless. 

Controls, high supports, and gimmicks of politicians to get votes 
have all failed today. These things have achieved one very out- 
standing thing, the idea of some that the Government owes the citizen 
a living, and I know farmers, under the corn-hog program, developed 
the art of evading the truth to get the almighty dollar and save his 
own ego. 

Just how good is an iron steak, a labor salad, or an atomic pill to 
cure our ills?) Have we not:learned from the last three wars that we 
must pay for our mistakes and stop kidding ourselves that we are 
masters of diplomacy? We have lost at every turn. 

Why not assert ourselves at home and then assume our rightful 
position as the leading nation of commerce, and keep intact the inten- 
tion of the patriots who founded this great Nation ? 

Thank you very much. 

aa ABERNETHY. Mr. Bauman, you favor price supports at any 
level ¢ 5 

Mr. Baumann. Not as a proposition to try and keep farmers on 
the farms. 

Mr. AserNetny. That was not my question. Do you favor price 
supports at any level ? 

Mr. Baumann. No. 

Mr. AsErnetuy. You then would just repeal the whole act? 

Mr. Baumann. Not necessarily the whole act. 

Mr. AperNetuy. The price-support angle of it? 

Mr. Baumann. The angle of trying to keep farmers, and keep them 
bolstered 

Mr. Apernetuy. You did not favor price supports, you said, at any 
level. Then that means, of course, that if you had your way—and I 
am not being critical, I am just getting your views—you would just 
reer the price-support provision of the present law? 

Mr. Baumann. I don’t believe—they are useless. 

Mr. Apernetuy. Then you would repeal them? 

Mr. Baumann. That is right, sir. 

Mr. AperNetuy. And that is your recommendation ? 

Mr. Baumann. That is right, sir. 

Mr. ABernetuy. Thank you, sir. 

Is Sam Hoffman in the room? 

Mr. Rodney Premo? 
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STATEMENT OF RODNEY PREMO, DAIRY FARMER, PRAIRIE DU 
SAC, WIS. 


Mr. Premo. Mr. Chairman, I am Rodney Premo, Prairie du Sac 
farmer, with my wife Joan, Jill 544, and Penny 1144, and we live 
on a farm 1 mile south of the Badger Ordnance Works in Sauk 
County. 

In 1948 we started farming here on shares, after putting in 6 years 
inthe Navy. We have about 230 acres under cultivation. Most of our 
cows freshen in the fall and milk around 28, Each year we sell around 
300 hogs, most of which we raise. 

Since we started farming, the cost of our operations, such as labor, 
machinery, gas, repairs, fertilizer, and seed, have been on an increase, 

The prices of the products we have to sell have been on the decline. 

In the months of July and August of 1952, we sold our milk for an 
eros of $3.65 a hundred to the Wisconsin Creamery Co-op at Sauk 

ounty. 

In the same period in 1955 we received $2.95 a hundred from the 
same plant. 

We find ourselves in a tight squeeze now with the prices of what 
we have to sell going down and what we have to buy in order to 
operate going up. 

When I got out of the Navy we decided to go back to farming, being 
we both had been raised there. Now it has become a discouraging 
situation, considering the number of hours we have to work, and the 
amount of investment we have, which is always increasing and the 
return decreasing. 

I believe the saying that the grass on the other side of the fence al- 
ways looks greener is the truth, rather than saying looking into the 
farming business. 

Thank you. 

Mr. Asernetuy. We thank you, sir. 

Mr. Brereton ? 

Mr. Robert Dusek? Come forward, please. 


STATEMENT OF SIDNEY T. BRERETON, A DAIRY FARMER, 
LODI, WIS. 


Mr. Brereton. My name is Sidney Brereton. I am from Lodi. I 
was born and raised on a farm, and I have followed that profession 
all my life. I farm 100 acres and I milk cows. I milked the cows 
this morning, and I didn’t milk them by proxy, I milked them, and 
I will be there milking cows tonight. My whole living depends 
entirely on farming. 

I went over my butterfat and milk statements for the years 1952, 
1953, 1954, and 1955, and, if the milk and cream that I sold in 1953, 
1954, and so far in 1955, if I had had the same price that I had 
in 1952, I would have had $2,875 more. I went back and looked up 
the statements of my cream that I sold in 1932, and in July 1932 we 
were selling butterfat at 20 cents a pound. I could hire a man at that 
time for a dollar a day and it would take my cows 5 pounds of butter- 
fat to pay for that day’s labor. Today if I hired a man I would 
have to pay him at least $10 a day, if I could find one. Butterfat is 
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65 cents a pound. At that rate my cows would have to produce 15 
pounds of butterfat to pay that hired man for 1 day, 3 times as much 
as it would in 1932. 

I am the same as all other farmers. The prices that we sell for are 
going down and what we buy are going up, and I hope there is some- 
thing that comes out of this hearing that will give us farmers a little 
better situation. 

Mr. Anernerny. Any questions ? 

Let them go ahead and finish their applause this time. 

Mr. Dusek ? 

Mrs. Naomi Arneson ? 

Mr. O. K. Anderson ? 

Allright. Mr. Dusek. 


STATEMENT OF ROBERT DUSEK, DAIRY FARMER, 
RIVER FALLS, WIS. 


Mr. Dusex. Mr. Chairman and gentlemen: I am Robert Dusek 
of River Falls, Pierce County, Wis. In partnership with my brother, 
we own and operate a 315-acre dairy farm. We have a herd of 32 
cows at the present time. We have operated this farm since 1931. 

I think ours is a typical Pierce County farm. About half of our 
gross income comes from the sale of milk. 

We have belonged to the St. Croix-Pierce Dairy Herd Improve- 
ment Association for about 12 years. 

During the last testing year, which ended September 30, 1955, our 
31 cows produced 317,862 pounds of milk, with an average test of 


3.79 for a total butterfat production of 12,047 —— This figures 


out to an average production of 10,254 pounds of milk or 388.6 pounds 
butterfat per cow. This is well above the State average, which is 
about 300 pounds butterfat per cow. 

We have to have a dairy program that is better than the one we have 
to give the dairy farmer a decent income so he can maintain a reason- 
able standard of living and stay solvent, as the following figures will 
show. At grade A or fluid market milk prices, our last year’s milk 
production had a total value of $10,833. This was the total value of 
milk produced according to DHIA records. Any milk fed or used 
on the farm was not sold so the actual cash sales of milk was $9,768. 

Taking the full value of the milk produced, $10,833, and subtract- 
ing the fixed costs which include feed, housing, insurance, deprecia- 
tion, trucking, veterinary fees, and so forth, at the DHIA figured 
average, which amount to $8,370, leaves a labor income of $2,563. 

According to the Northwest Farm Management Association figures 
for 1954, it takes 140 man-hours of labor per cow per year. Our 31 
cows took 4,340 hours of labor. This figures to 5214 cents per hour 
wages, you have to be quite conservative about buying groceries and 
shoes for the children. 

If we had sold our milk at grade B or manufacturing milk prices, 
as most milk in Wisconsin is, the total value would have been $9,567. 
Subtracting the fixed costs would leave $1,197 for labor income, or 28 
cents per hour. 

At 1952 prices, when milk was selling for about 100 percent of 
parity, the same amount of milk would have left a labor income of 
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$5,933, or about $1.38 per hour at grade A or fluid milk prices and 
$4,036, or about 96 cents per hour at grade B prices. I certainly do 
not think these hourly wages are to high compared to hourly wages 
received in industry. 

Another important loss in income to the dairy farmer is in the sale 
of culled cows, which are selling for about $100 now, or about half the 
price they brought 2 years ago. 

In considering a farm program, I think supports at 90 percent of 
parity are absolutely necessary to prevent disaster among farmers. 
I do not think that the 90 percent supports should be the goal but 
the starting point of a comprehensive farm program. I firmly be- 
lieve that we must have 100 percent of real parity to give the average 
farmer a decent standard of living and contribute his share to the 
national economy. 

I think the dairy program should be a part of a general farm pro- 
gram which should cover all farm products. If you just have a 
piecemeal program, it shifts the zeae from one product to the 
other and gets them all into trouble. 

I think different methods of supporting prices would have to be 
used on different products. I think marketing allotments would be 
more effective than acreage allotments for storable crops and that 
the compensatory payments should be used to support the farm in- 
come on most perishable products, including dairy products. 

If the school milk program were used to the full extent possible, 
it would take care of all the surplus production of milk. 

The food stamp plan for low-income families would also help. 

I think parity prices should be figured on the real parity of income, 
instead of the so-called modernized formula. An example of how the 


so-called modernized parity works is on milk price supports. The sup- 


port price was cut to 75 percent of parity. Next April 1, the support 
price was the same, but the percentage was stepped up to 80 percent. 

The price to the farmer was the same, but 80 percent neki better 
than 75 percent to the uninformed public. 

One of the biggest helps the agricultural industry could get 
would be a Department of Agriculture that would work for the 
farmer’s interests instead of acting as a Judas goat and a fifth column, 
by misrepresenting the true condition of the farmers and giving wide 
publicity to misleading information. 

An example of this is an article in the St. Paul Sunday Pioneer 
Press of November 6, 1955. The article was headlined “Dairymen 
feel better over prices.” It admited that the October price was only 
one-fifth of a cent over the price a year ago. It stated the average 
wholesale price of milk for the year was $4.34 per hundredweight. 

it stated. that the Twin Cities price for November was set at $4.21 
per hundredweight and the New York class 1 milk price was $5.50 
per hundredweight. To the person reading it, those prices don’t 
sound bad. I can safely say that if farmers were getting those 
prices the shoe industry would be in for a big boom, as the leaner 
would wear out a lot of shoes jumping in the air and clicking their 
heels with joy. 

We sell our milk on the Twin Cities market, and we will get about 
$3.85 per hundredweight at St. Paul. With the trucking charge of 
$30 per hundredweight taken off, our net price is $3.55 for 3.5 percent. 
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milk. The $4.21 is the wholesale price, which the distributors pay. 
The farmer gets about 714 cents per quart, while the consumer pays 
from 20 to 23 cents per quart in the Twin Cities. I don’t think you 
can blame the farmer for the high cost of milk. 

The price of grade B was $3.05 per hundredweight in October, 1955. 
The trucking charge on this is 20 cents per hundredweight, which 
makes the farmers net price $2.85 per hundredweight for 3.5 percent 
milk. This is a long way from $4.34 price quoted in the article. 

I think the farmers are doing a good job in producing plenty of 
food and fiber, It is a matter of plain justice that they receive a fair 
return for their efforts. 

Thank you. 

Mr. Apernetuy. Thank you. 

Mrs. Arneson ? 


STATEMENT OF MRS. NAOMI ARNESON, FARMER, BARNEVELD, WIS. 


Mrs. Arneson. You have heard a lot about milk prices. Right here 
[ am going to pass you some of my milk statements. 

Maybe you never have seen milk statements. I call attention to the 
July statement. That is the one I have my greatest grievance on. 

This isn’t typed. It is not as much as it looks. 

House Congressional Agricultural Subcommittee, Congressmen 
and friends, my name is Mrs. Naomi Arneson, Barneveld, Iowa 
County, Wis. 

I own and farm 255 acres in partnership with 2 sons. We milk 34 
cows, and raise corn, grain, and hay. 

We crop 130 acres, the rest roughage, pasture. ’ 

We have two tractors, and all the necessary machinery, including a 
new hay chopper and a new grain combine. 

I have always lived on a farm except the 2 years that my father 
served as an Assemblyman right here in this room. Incidentally, he 
served in the same sessions that the late Congressman Merlin Hull 
served, as State senator. He and my father were great friends, and 
corresponded for years. 

I am very glad to be given this opportunity to state my views and 
experiences, and perhaps, offer suggestions to help solve our dairy 
problem. 

Everything we have comes from the earth. The people who dig 
the rar for a living are doing all right. The people who pump the 
oil from the ground are doing all right. But the people who make 
‘oe living off of the land and produce the perishables are in serious 
trouble. 

Farmers comprise the Nation’s No. 1 industry. We work long 
hours, probably no harder than other people work, except farming 
uses the labors of the whole family almost. As soon as a child is 6 
years old, they have their jobs to do. 

The fruits of our labors supply the lifeblood to our Nation. We 
have no objection to other people living well, we do not think one 
group shout live well at the expense of another. 

We demand our constitutional right, our legal right, to enjoy eco- 
nomic prosperity and security. 
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Large crops are a providential blessing, and not a curse, as many 
would have you believe. It is a matter of diverting them into the 
right hands. 

Right there I want to add a little bit more. It seems strange to me 
that our Presidents and Congressmen can go all out to win a war, and 
find every hellhole on earth to send our soldier sons into. 

Our food was rationed, stamps for butter and cheese, and then the 
war was won, and they lose all their thinking power and haven’t the 
slightest idea how to run the country in time of peace. They can find 
hungry people scattered all over the world to share our bounty with. 

Oh, no, they bury the precious butter in a cavern. It is no use to 
say foreign countries are growing their own food now. It would be 
awfully funny if they are growing enough that in the next breath 
they tell us about the famished millions. 

We still have the DP’s in Europe. They are underfed and they 
could be given some extra food. 

Many of our Congressmen visited Europe this past summer. I 
wonder how many of them left the highroads to see how the hungry 
people of those countries live? It is just like visiting in Chicago— 
unless you are privileged to follow the footsteps of a visiting nurse, 
you come home with the idea that everybody buys their clothes at 
Marshall Field’s. 

If our American farmers, our Congressmen and American tourists, 
can visit Russia and hobnob with them, why can’t we get rid of lots 
of our surplus to the Iron Curtain countries? 

Can you think of any better way of making friends? The old 
saying, “The way to a man’s heart is through his stomach” applies to 
hungry people anywhere in the world. 

You hear speakers use the phrase “economic frustration”; they 
say that causes all the trouble in the world. To make it stronger, let 
us say “It makes Communists in the world.” 

My next paragraph deals with my worst gripe. The big cheese 
companies have grown like wildfire and made millions of dollars out 
of processed cheese. Can nothing be done about it? 

We are sure to have a surplus of our good Wisconsin cheese as long 
as they can buy the undergrade cheese, put some good spices and plenty 
of red pepper to kill the flavor, made into links of 6, 9, and 12 ounces 
each, and sell at fabulous prices per pound. 

I worked in one of those places, and out of curiosity, I tasted it 
once, and I really couldn’t tell, only by the label, whether I was 
eating swiss cheese, salami, American cheese, tidbits, or fancy Christ- 
mas one-ounce triangles, six in a box. And I'll bet you that if any 
cheese were to be shipped overseas, that would be the stuff that would 
be bought up to go. 

I just had to quit there, as I felt I was working against my own 
interests, in helping to produce processed cheese. 

We dairy farmers would be thousands of dollars ahead if the Gov- 
ernment bought up this off-quality cheese and dumped it in the sea, 
rather than have it ground up and used for human food. 

You have heard that word “subsidy”—I don’t believe I will read 
this part. 

Mr. Jenntncs. Go ahead. 
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Mrs. Arneson. You have heard that word “subsidy” mentioned 
considerably. I don’t think it is such a dangerous word as some 
would have you believe. 

Even back in 1931—I took this World Book Encyclopedia: Herbert 
Hoover realized something should be done to bolster business, banks 
in particular, so they could stop foreclosing on the farmers, so the 
RFC bill was passed, which helped business to the tune of $2 billion. 
Those were supposed to be loans. Our newspapers tell us most of it 
was never paid back. 

In the language of 1955, I would call that a subsidy to business. 
We have no bargaining power, we cannot shut down production, and 
from our experience of the past 2 years, we have no open market. 

Reduced price supports have not reduced consumer prices one iota. 

I brought a few milk statements for your inspection. One for $2.58 
per hundredweight for 3.5 test. 

I only had a 3.00 test so I hardly got 5 cents a quart. Did that 
cut down city prices? Not at all. City milk raised from 21 to 22 
cents that very week, in April. 

Here is a good suggestion that should be put to work in every city 
and town—the milk depot. The big milk companies are hard to 
fight, but would that ever help the consumer? Milk at 50 cents a 
gallon is a very fair price for producer and consumer alike. 

Here is a point that makes a farmer fairly boil. We go to the store 
and see our cheese, for which we got 32 cents, selling at 55, 65, 75 and 
95 cents a pound. That is swiss cheese. That is out of reason, in 
the store. Is it any wonder people aren’t eating cheese? I can’t 
afford to buy it myself at the store. 

Our county paper is carrying full-page ads “Farms for sale,” 64 
in 1 week. Jam very worried when I read that. 

I have five sons whose services are on the labor market. Four of 
them belong to Madison labor unions. Where will those farmers go 
but on to the labor market, compete for jobs, and finally cause a bigger 
wave of unemployment than we have already had? 

Back in 1932, [ visited a large city and 1 saw the rows and rows 
of unemployed men waiting for a handout in the breadlines. God 
forbid we ever have breadlines again. 

I worry for labor, because after we, the farmers, of this Nation, 
go down, the laboring man comes next, and I hate to tell you that 
I see the handwriting on the wall. 

Labor should realize that a $1 billion drop in farm income results 
in a $240 million drop in farm spending. Farmers and labor should 
always remember that we are very interdependent on each other. 

Farmers use more steel than is used in the manufacture of 
automobiles. 

We use more petroleum than any other industry. 

We use enough electricity to supply four of our largest cities outside 
of New York and Chicago. 

We cannot meet our obligations right now. The oilman is waiting, 
the feed mill is waiting, the repair shop is waiting, and we have farm 
payments and interest on notes. 

I am one of the farmers in this group today that remembers the 
heartaches of 1931 and 1932, the day the sheriff served foreclosure 

69970—56-——14 
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papers at our door, seven children listening in bewilderment as the 
ec were read to their parents. 

We tried moratoriums. That was unconstitutional. I just can’t 
remember the name of that law, but we were up here appearing before 
Miles Riley’s court of appeals. We paid lawyer’s fees, and our 
family was living only on farm products, plus flour and sugar. 

We were evicted and moved to a rented farm. If we had had or 
if we could have gotten $30 more; we could have finally saved our 
farm, but, ironically, we were sold out for 30 pieces of silver. 

Our Government told us to pull ourselves up by our own bootstraps. 
Poor Mr. Hoover didn’t understand. 

My father was elected to the State assembly on a plank that he 
would vote against the tubercular testing of cows. It was voted 
down, and the bill was killed that year, but in later years passed. Now 
I realize my father had been misinformed, and didn’t understand. 

That theory goes the same for Secretary Benson. He farms a 
2,000-acre ranch, probably irrigated in part, gets 100 percent of 
parity on the products of his ranch; he doesn’t understand our 
problems. 

That goes also for President Eisenhower, because he relies on Sec- 
retary Benson’s word. He doesn’t understand our problems either. 

It is no use to tell us there is no need of food overseas. There is a 
Lutheran Church, which happens to be the one I belong to, that is 
making a canvass to donate so much corn for the use of starving thou- 
sands, or whatever it is, in Asia and Europe. 

They sent 181 carloads in 1954 and they want more this year, also 
wheat and beans. The appeal covers 17 States, to feed famished 
millions. 

Surplus, surplus—there are plenty of hungry mouths to eat the 
surplus of it could just get to them. 

I ama paid-up member of a church, the American Legion Auxiliary, 
the Farmers Union, and of the Farm Bureau Federation. I have 
been a member of that for 15 years. I will say that I have been 
openminded until today. But I realize the sad truth, that my last- 
named organization is not owned and run by dirt farmers, as it was 
15 years ago, and it doesn’t understand or help the dairy farmer. 
They go to Washington and misinform our Congress of the United 
States. 

So I hereby state my 100 percent support to the resolutions passed 
by the Farmers’ Union and presented to the subcommittee today, not 
that I understand them greatly, but I feel that is the side of the fence 
Iamon. I would not have sent in my $10 last week if I wasn’t all 
tied up with my insurance. 

In our town of Barneveld, only one officer of the Farm Bureau 
organization is a farmer, and for years our associated women have 
been representing us, and right now this minute are up in Green Bay 
buying city lace. Is that what you call a farm organization fit to 
give you advice ? 

We are eee today to pour out our hearts and our grievances 
to Congressman Laird and Congressman Johnson, and I didn’t expect 
many others would be here, to members of the House Agriculture 
Subcommittee, so that you will take our story back to your committee 
hearings, and so we, in turn, may receive help. 
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Congress has the power—and I hope you will exercise that power 
before it is too late—and I thank you very kindly. 

Mr. Asernetuy. I would like to say, personally, that I am very 
glad you came. 

Mrs. Arneson. Thank you very much. 

Mr. ApernetHy. You have done mighty well, as we say down my 
way, and I will open this up to questions, but I do not think there 
is amember that would dare ask you a question. 

So with that, we are going to give you A-plus for your day’s grade, 
and excuse you. 

Mrs. Arneson. Thank you very much. I surely appreciate it. 

Mr. Apernetuy. Mr. Anderson. 


STATEMENT OF 0. K. ANDERSON, DE FOREST, WIS. 


Mr. Anperson. I am O. K. Anderson. I live in Dane County here. 
I am just representing myself, even though I was asked by my com- 
munity to express their feelings, and they are feeling the same thing 
that I do, not less than 90 percent of parity. 

I have no speech to make like some of them have here. I have a few 
notes, and I am speaking off-the-cuff. 

Mr. Aperneruy. That is all right. You go ahead. 

Mr. Anverson. I won’t spend much time. 

I believe to put the dairy products in a straight saddle, give the 
farmers the Miliners in the parity price and what is spent for the 
product. 

I also believe, I think, that there are a lot of dairy projects, a lot 
of servicemen who are not getting the proportionate share of dairy 
products, and the same thing on veterans’ hospitals. 

I think that is something for the committee to look into here. 

I think there is room for improvement in getting rid of some of 
these dairy products through needy families and people that are poor 
and have big families. I think there is a way. Some stamp plan or 
something could be worked out, so they could get a sufficient amount 
and the type of dairy products. 

I do also think that the American economy is one great unit and 
must be geared to the general welfare and the prosperity of the 
Nation as a whole. 

My people in my community ask why could not the Secretary of 
Agriculture be elected by the people? I couldn’t answer the ques- 
tion, but I told them I would bring it up here to mention it to you. 

Mr. Anerneruy. Well, the Secretary of Agriculture, and I think 
there ought to be some answer made to that, although we did not 
intend to ask questions along this line, he and other Cabinet Officers, 
-actually are part of the Chief Executive’s Office. They are merely 
assistants to the Chief Executive, who is elected by the people. He is 
sizply an arm of the President, and that is the reason, I am sure, 
‘that provision is not made for his election. 

Mr. Anperson. I realized that. I said I would ask the question. 

Mr. Apernetuy. Yes, sir. All right, sir. 

Mr. Anperson. I think there is room for a little research in the 
‘line of the marketing of our products. I think there is room. 

Mr. Asernetuy. I think thre is considerable room for research and 
marketing. 
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Mr. Anperson. I think that is one province that should be taken 
into consideration. 

Mr. Aserneruy. Yes, sir. 

Mr. Anverson. And you take your foreign cheese, like your swiss 
cheese. I believe they should. be under the same program as the 
regular other dairy products, I think your limburger and swiss both, 
because thy are produced in this country and produced by farmers 
in this room here, and they are not given any consideration at all as 
to their parity on the market. 

I have always had the contention that agriculture just can’t exist 
alone. I do not think agriculture can compete with a controlled in- 
dustrial economy. That is why I feel that we have to have some 
help, and we have to save some Government help. 

There are 15 million farmers, I don’t know the number but they 
are spread all over the United States. I feel that the only way that 
agriculture is going to prosper is in itself, and if agriculture don’t 
prosper I don’t see how salir segments of industry are going to 
prosper either. If I had time I would go a little further, into some 
detail on that. I don’t know if I have time or not. 

Mr. Asernetuy. I wish we could give you time, but time is run- 
ning short. 

Mr. Anperson. I want to say a few words. You can go back 200 
years or 150 years, far enough before our time, and agriculture was 
the chief industry of our economy. The people from the West here— 
not only the West, but about 14 miles north of here, would go through 
on a highway on west and down to Milwaukee, with their provisions, 
and their wheat and products, and their barley, and exchange that 
for products to take back home. There wasn’t such a thing as a 
manufacturing plant, to speak of. There might be a little black- 
smith, or something like that. It was important, before they got 
into that. Agriculture was the chief—your wealth came from agri- 
culture. Your total wealth of your country, you might say, came 
from agriculture, and I believe the same thing applies today, if you 
can see it that way. 

Mr. AsernetHuy. Thank you, Mr. Anderson. We appreciate your 
statement. 

Mr. Anverson. Thank you. 

Mr. Earl Murphy? I believe he yielded his time to Mr. A. G. 
Agnew. 


STATEMENT OF A. G. AGNEW, A DAIRY FARMER FROM MILTON 
JUNCTION, WIS. 


Mr. Acnew. Mr. Chairman and members of the committee, my 
name is A. G. Agnew. I own and operate 2 dairy farms in Milton 
Junction, Rock County, 120 cows and 2 farms, and my milk is marketed 
in Chicago, grade A, through the Pure Milk Association, of which I 
am a director. 

Under present conditions, magy dairy farmers and others have 
been forced out of business due to increased operating costs and low 
milk prices. 
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Many tell you we have more efficiency than we had 20 years ago. 
In order to have efficiency it is necessary to make large investments, 
and the cost of equipment is high, which depreciate rapidly, and in 
most cases has to be replaced after a few years. 

Under present faatinons in the dairy industry, it is necessary to 
attack the problems from two angles, the short run and long run. 

For the short run we need higher support prices for dairy products. 
When I say that, I do not mean support prices with the same price tag 
for 1 hundredweight of milk. Higher support will give the farmers 
some immediate relief. 

Dairy farmers have seen their prices drop nearly 25 percent since 
1952. <A great share of this was due to the reduction of parity from 
90 to 75 percent. Even under 90 percent of parity prices were less 
than the announced support level. When announced, supports were 
in effect, and dairy supports never exceeded 8 percent of the year’s 
production. 

In 1952 and 1953, with prices over 100 percent of parity, we ex- 
perienced a milk shortage. The real need is stabilized prices at a 
level that will give dairy farmers purchasing power equivalent to 
other segments of the national economy. 

The returns from 75 percent are too low. I cannot recall when 100 
pounds of milk brought as little as it does at the present time. 

It is my opinion that dairy prices should be supported as high or 
higher than the basic commodities, inasmuch as dairying is very con- 
fining, and I believe this can be justified inasmuch as production of 
milk is on a 7-day week basis. 

I want to point out the fact that under the present program with 
costs increasing, including property taxes, the diary farmer is receiv- 
ing less and less, and with wetaecttal increasing along with increased 
sales, under the present program, some diary farmers will not be able 
to survive. 

Now, let’s take a look at the long run. We need the soil-fertility 
program to reduce total agricultural production to fit our markets, 
and we also need a dairy farmer’s self-help plan for major diary 
products. 

The soil-fertility plan or soil-bank idea would appear to be the 
best way to bring about a genuine reduction in agriculture production 
without freezing production of each commodity on each farm. 

We would also conserve our soil for increased production when 
needed. If this program is adopted, however, three considerations 
should be provided for. 

First, payments should be large enough to encourage agricultural 
compliance. 

Second, payments should be largely forfeited if the set-aside acres 
are harvested, as hay or pasture. 

Third, import quotas must be strictly enforced, to prevent forei 
products from keeping domestic prices off the level, while costs in 
the United States are increasing. Because the soil-fertility program 
is not enough, but the dairy farmer should also have their self-help 
program, to stabilize their own industry. 

Dairy farmers should develop the self-help program for stabilizing 
their own proposal. This was worked out by many dairy co-ops, 
which are members of the National Milk Producers Federation. 
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Under that program, dairy farmers stabilize their own prices by 
buying surpluses and disposing of them at home or abroad, without 
restrictions inherent in Governinelit operations. The cost would be 
borne by the dairy farmers themselves, through a payment of a sta- 
bilized fee collected on all milk through the commercial channels. 
The program would be operated by a 15-man stabilization board ap- 
pointed by the President from nominees selected by their votes. 

That is the program that has been developed by the National Milk 
Producers Federation, and it is my understanding this program has 
been submitted to Congress, and we believe this plan merits considera- 
tion of this committee and believe that the adoption of this plan would 
be a forward step toward bringing about permanent improvement in 
the economic condition of dairy farmers. 

I would like to present to this committee a detailed plan relative 
to the self-help program. 

I want to point out the importance of the Federal order program. 
We are guaranteed a minimum price. Many markets have been faced 
with price wars. That is what is happening in the Chicago market 
at the present time. If it were not for the protection we have from 
the Federal order, we, as producers, would be the victims. Let us 
keep the Federal orders and continue to improve them. 

I for one would like to see the self-help program given a chance. 

Mr. Asernetuy. Thank you for your statement. 


STATEMENT OF ED TERRILL, DAIRY AND HOG FARMER, 
WAUNAKEE, WIS. 


Mr. Trerrttt. My name is Ed Terrill. I am a 36-year-old tenant 


dairy and hog farmer from Waunakee, Wis. I rent under a 50-50 
share lease a 310-acre farm, of which 267 acres are now under culti- 
vation. I produce annually 400,000 pounds of grade A milk and 
market about 200 head of hogs. I am a member of the Wisconsin 
Farm Bureau and the Wisconsin Farmers Union. I do not appear 
before this committee as a spokesman for either of the above-men- 
tioned farm organizations, nor as a Democrat or a Republican. I am 
appearing as an independent farmer and as an American citizen who 
is deeply concerned about the relationship of the present farm economy 
to the economy of other segments of this great State and Nation. I 
am extremely worried about the future of farmers, especially young 
farmers and the continuation of the family-type farm. 

First, I would like to state some of the facts that are governing 
the present agricultural economy. Secondly, I will view my opinions 
about the present and proposed programs with which I am familiar. 
Finally, I will submit my own recommendations for alleviating the 
present farm problems, specifically in the field of dairying. 

The facts I present are, I believe, true ones. The plight they point 
up cannot be refuted; it must be recognized and dealt with realisti- 
cally. On the other hand, my recommendations are based on my per- 
sonal beliefs and opinions. If after due consideration you find them 
to be of little use, I suggest you throw them in the wastebasket. My 
feelings will not be hurt. I have had an opportunity to express my 
views, and I say sincerely that I am grateful for this privilege. 

Here are the facts: 
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1. Farm parity prices have slipped 28 points since January 1951, 
19 points under the Democrats, 9 points under the Republicans. 

2. Average commercial farmers in 3 of 4 different farming regions 
of the country got 51 cents or less an hour for their labor in 1954 after 
paying expenses and getting interest on their investment. 

3. Farm people had an average income per person last year of $907. 
The nonfarm average income was $1,831. Farm per capita income has 
risen 15 percent since 1947, but nonfarm average per capita income is 
up twice as much. 

4. Production costs to the farmer have jumped 30 percent above 1947 
and farmers have received only a 1-percent increase in cash receipts 
to meet these bills. The drop in net farm income is almost entirely 
due to higher operating costs. 

5. Farmers got $17.7 billion in 1950 and $18.7 billion in 1954 for 
the food and goods they sold. The middleman got more for handling 
it—$21 billion in 1950 and $26.4 billion in 1954. So, while farmers col- 
lected a billion more, the middleman latched onto $5.4 billion more. 

I regret that our farm leaders have not made clear to the consumer 
that the farmer is not responsible for high food costs. I sell grade A 
milk to the Borden Dairy in Madison, Wis. For the month of Sep- 
tember 1955 I received 714 cents per quart for my milk delivered to the 
loading dock of the dairy. The next day that same milk cost the 
housewife 21 cents per quart. 

6. Powerful unions unchecked by a sympathetic or apathetic Govy- 
ernment have forced wages and costs even higher. The fact is that 
things have taken a turn for the worse in the last year. It came with 
the decision of union labor to make a grab for higher wages when 
industry and business were beginning an adjustment downward just 
as the farmer has for the last 3 years. Big labor chose to swing its 
stick without regard for sacrifices being made by farmers and small- 
business men. Labor wanted more, they demanded more, and they 
got more. Hourly wage rates are up 30 percent since 1950. 

7. Business has passed their increased cost on by raising prices on 
their products. This solution for increased costs is not available to 
the farmer. He does not control the price for his product. For 
instance, after the last round of pay increases this year, International 
Harvester announced an increase of 7 percent on their tractors. For 
their model 400 tractor this amounts to $240.70. Likewise, just last 
week Allis-Chalmers announced a price increase of $240 on their 
Bagriee WD45 model, about a 9-percent increase. 

. The statement is made that labor’s ever increasing wages create 
greater food consumption through greater buying power and hence 
benefit the farmer substantially. In 1954 as compared to 1949 the 
consuming public spent 15 percent more for cars, 19 percent more for 
homes, but only 3 percent more for food. 

9. To illustrate but slightly the importance of a healthy farm 
economy to that of the Nation as a whole I submit these figures: 
Farms annually use 7 million tons of finished steel—more than goes 
into a year’s supply of automobiles; 1614 billion gallons of crude 
petroleum—more oil for power than is used by any other industry; 
320 million pounds of rubber—enough to put new tires on all new cars 
manufactured this year. On my own farm in 1954 the total cash 
operating expenditures not including interest or depreciation 
amounted to $18,778.57. 
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The above facts indicate the situation with which the farmer is 
confronted today. What is the solution to the farmer’s problems? 
Next I list some of the programs tried and suggested and air my own 
views as a farmer about them. 

1. Price supports: The question is, should we have high rigid price 
supports, high rigid price supports with production controls or flex- 
ible price supports. We had 90 percent of parity rigid supports from 
January 1951 to the present day on basic commodities and on dairy 
products until March of 1954. During this period parity slipped 28 
points; 19 under the Democrats and 9 under the Republicans. I 
would say it is hard to prove that farm prices are set in Washington. 
Currently flexible price supports will go into effect on 1955 crops now 
being harvested. It is too soon to ascertain the results, good or bad, 
here. But flexible supports have been in effect for a year and a half 
on dairy products. Now the dairy farmer is beginning to get out of 
the woods. Prices for the farmer’s dairy products are rising some 
after the initial drop when flexible supports took effect. These farm- 
ers are selling their product instead of crawling to the Government 
and begging for help. From my experience under these flexible sup- 
ports on dairy products and the sad results of stockpiling under rigid 
supports, I must in all fairness state that I believe the flexible plan 
is the best. If rigid high supports were the answer, we would hawe no 
farm problem today. 

2. The soil bank plan: I believe that any soil fertility bank plan 
would be a step backwards to the old AAA days. Any such plan to 
do any good would have to include such a tremendous number of acres 
that the price tag would be too high. 

3. Direct payments or the Brannan plan: Basically this seems 
nothing more than a vote-buying scheme with the taxpayers footing 
the tremendous cost it would involve. Putting the farmers on dole 
would deprive them of their remaining independence. Furthermore, 
it would accustom the consumer to artificially low prices. 

4. Farmer-labor alliance (as proposed by some farmer organiza- 
tions) : A farm-labor alliance seems to be no more than another politi- 
cal expedient. My facts have already illustrated how greatly the 
farmer’s problem of increased production costs is the direct result of 
labor’s increased wage policies. Count the votes on each side and it is 
easy to see that the Farsiat will come out on the short end. 

I believe a much greater effort should be made by Government and 
by the farmer himself to solve these economic problems without huge 
costs to the taxpayer. Only by such methods can the farmer main- 
tain his independence and productive strength undamaged. Along 
these lines my recommendations for improving the dairy farmer’s 
economy are as follows: 

1. Dairy farmers should voluntarily increase American Dairy As- 
sociation checkoff from 3 to 5 cents oe hundred weight to promote 
more advertising and better public relations. 

2. More funds should be made available to find new uses for dairy 
products through research. 

3. Increase use of dairy products for the armed services and the 
school lunch program. 

4. Inauguration of an aggressive sales program to move food and 
feed supplies in the world market. 
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5. Constant efforts to always be improving the quality of dairy 
products. 

. 6. An investigation of the following in relation to agriculture and 
where it is found that the farmer is victimized, caustic indictments be 
made and realistic changes be instigated: (a) The dairy plants and 
business as to the reason for so great a spread between wholesale and 
retail prices; (6) labor union policies; (¢) dairy bargaining asso- 
ciations; (d) health department regulations, and (e) Federal milk 
marketing orders. 

(The resolution is as follows :) 


RESOLUTION 


Whereas milk production controls would work inequities and hardships upon 
the dairy plants with which most of our members are connected ; and 

Wheras milk produced for fluid use, milk used on farms, and milk produced 
by farmers with extremely small herds would be exempt from controls resulting 
in approximately 40 percent of the total milk supply bearing almost the entire 
burden of any production control program; and 

Whereas the 40 percent bearing the burden would represent the production 
largely of the manufacturing milk producers and adversely as well as seriously 
affect the plants which serve them; and 

Whereas Wisconsin is a State which utilizes the largest percentage of its milk 
for manufacturing purposes and Wisconsin has a relatively low percentage of 
the small producers of the Nation which would result in the producers of Wis- 
consin carrying the largest share of the production control burden: Be it 

Resolved, The Wisconsin Buttermakers and Managers’ Association, assembled 
in Chippewa Falls, Wis., in annual convention on October 12, 1955, does hereby 
go on record in opposition to milk production controls. Copy of this resolution 
to be presented and inserted in record of milk price hearings which will be con- 
ducted in Wisconsin in November by House of Representatives Agriculture 
Committee. 

Passed unanimously. 


Mr. AserNnetHoy. You may proceed, Mr. Proctor. 


STATEMENT OF FRED PROCTOR, A DAIRY FARMER, FROM 
WALWORTH COUNTY, WIS. 


Mr. Procror. Mr. Chairman and gentlemen of the committee, my 
name is Fred A. Proctor. 

I am a dairy farmer in Walworth County near the Illinois and Wis- 
consin borderline. I own and operate 180 acres of land, and milk 40 
cows with the milk sold to the Chicago market. I represent the Wis- 
consin State Grange. 

At the annual meeting of the Wisconsin State Grange, held in Octo- 
ber, the grange went on record in favor of a flexible parity program for 
dairy products, instead of any form of rigid parity. 

We believe that any form of rigid price support will lead to rigid 
production controls. We do not think a rigid production-control 
progrash can be made to work without much hardship to the dairy 

armer. 

According to present figures of the Southeast Wisconsin Farm Man- 
agement Association, the dairy farmer must invest about $25,000 for 
each full-time man employed. With this large investment a dairy 
farmer must have good help the year round and he must run a full 
and efficient workload for each man, if he is to stay in business. 

If rigid controls were to cut down this efficient use of labor and 
equipment, we believe it would defeat its own good, and not in any 
way improve the dairy farmer’s condition. 
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Dairying is much different than the other basic farm crops. Any 
reduction in milk output would mean destroying milk cows which it 
takes several years to replace. 

We believe that some of the trouble the dairy farmers have faced in 
the past few os has resulted from the shift of land taken from pro- 
duction of other basic crops to production of milk. This, in turn, has 
resulted in more overproduction of milk. 

Since Mr. Benson reduced price supports on dairy products to 75 
percent of parity, we have seen much of this land returned to other 
uses. 

We have many farmers in our county who have milked cows all 
their lives that have sold out and are growing cash crops because the 
returns from milk would not provide income for them to pay the hired 
men a wage to compete with industrial labor. 

We believe that the dairy industry is a basic industry, important 
to the economy of the Nation. Milk is nature’s most perfect food. It 
and the manufactured dairy products are important to the health 
and welfare of this country. 

We are told of the increase in population and that the national 
consumption of milk is not as large as it should be for good nutrition. 
The place for dairy products is on the family table and not in Govern- 
ment warehouses. 

Rigid parity for dairy products in the past priced these products 
out of the market and into Government warehouses, and no doubt it 
will do so again. 

Mr. Anpresen. Would the gentleman permit one observation there? 

Dairy products have never been under rigid supports. 

Mr. Procror. I realize that. 

Mr. AnpreEsEN. They have always been under flexible supports, ever 
since the dairy-support program has been enacted. 

Mr. Procror. I realize that now. It was a misassumption, the way 
I wrote it. It should be the flexible price support on dairy products. 

Mr. Asernetuy. I think we understand your point. You have 
cleared it up there now. 

You may proceed with the remainder of your statement. 

Mr. Proctor. We believe that most farmers would like to work out 
their situation with their independence and their productive strength 
undamaged, 

We believe that the ADA and other self-help programs have done 
much to move dairy products. We would like to see the Government 
do all it can to eliminate marketing and distribution barriers between 
States and communities, and do all in its power to move the stocks of 
dairy products it now holds. 

We also think the Government should use all ways it can to support 
dairy prices without accumulating large stocks in the future. 

I believe we all agree that farmers in general—and the dairy farmer 
in particular—receive very low returns for their labor, and that cost 
of supplies and labor are steadily increasing. 

This unbalanced situation, we believe, would be helped much if 
economic groups and industry would recognize that agriculture is an 
essential part of our national economy, and it is to their advantage to 
cooperate by declaring a holiday on wage and price increases. 

We also believe that labor should not be coddled each year with 
wage raises over and beyond its output, while the farmer hews to the 
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line and accepts lower prices with each increase in his own produc- 
tivity. 

Mr. Aserneruy. Thank you very much, Mr. Proctor. 

All right. Mr. Milo Swanton. 


STATEMENT OF MILO K. SWANTON, DAIRY FARMER, MEMBER OF 
THE MADISON MILK PRODUCERS COOPERATIVE ASSOCIATION, 
AND EXECUTIVE SECRETARY OF THE WISCONSIN COUNCIL OF 
AGRICULTURE COOPERATIVE 


Mr. Swanton. I am Milo K. Swanton. I am a dairy farmer, 
member of the Madison Milk Producers Cooperative Association, and 
executive secretary of the Wisconsin Council of Agriculture 
Cooperative. 

e feel there has been too great a tendency to emphasize differences 
and too little effort in the analysis of areas of agreement concerning 
what national policy can be helpful to the dairy industry. Already, 
during the past year, there has been improvement in the dairy situa- 
tion. We bohieve greater improvements can be brought about by 
developing and emphasizing the following principles: 

1. Price stabilization through purchase of dairy products by the 
Government, rather than relying on a completely free economy, 
should be continued. 

2. The expanded school-milk program has resulted in increasing 
the consumption of milk and has, therefore, contributed to the Na- 
tion’s health and general well-being. This program should be con- 
tinued in the future. 

3. We support the principles embodied in section 104 of the De- 
fense Production Act relative to dairy product imports whenever our 
own supplies are excessive and when such imports would result in 
supporting world markets at American taxpayers’ expense. 

4. We believe any dairy products coming into the United States 
should meet sanitary standards comparable with those required of 
domestic producers. 

5. We contend that existing laws relative to unfair trade practices 
engaged in by producers of substitute dairy products should be more 
rigidly enforced. To accomplish this, the Federal Food and Drug 
Administration should be supplied with adequate appropriations 
to employ the necessary personnel to carry out such enforcement. 

6. The United States Department of Agriculture should be pro- 
vided with sufficient funds to step up research at Beltsville and, in 
cooperation with land-grant colleges throughout the United States, 
to carry on more extensive research in dairy nutrition and in the use 
of dairy products for industrial purposes. The United States De- 
partment of Agriculture should give all-out support to an expanded 
program of consumer education concerning the use of dairy products. 

7. We are in complete agreement in support of Public Law 480 as 
au means of making more dairy products available among needy people 
abroad, 

8. We endorse the principles included in the self-help program 
proopsed by the National Milk Producers Federation. We believe 
the Milk Federation program leaves with producers a degree of 
responsibility toward a more balanced production-demand ratio. 
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9. We are convinced that extreme care must be exercised in divert- 
ing acres from basic crops to hay and grass. This is particularly true 
in areas of ample rainfall. Unless care is exercised, it will result in 
dumping of diverted wheat, corn, and cotton production into dairy 
and livestock products. 

10. Our groups are agreeable with an expended soil conservation 
and improvement program for the Plains States and for any major 
area of deficient or unstable rainfall where it would be desirable to 
put cultivated acreages back into grass. Much of these sections were 
originally in grass before the stepped-up demands for wheat in World 
War II. To accomplish such a soil conservation and improvement 

rogram would require justifiable Ra EreEr eae to compensate for 

oss of income during the transition period. 

11. Congress should enact legislation ele for an expanded 
forestry program with incentive payments that will make possible the 
transfer of Teomaied crop acres to the planting of trees. We point 
out that annually we import hundreds of ain of dollars worth 
of forest products. The proposed policy, therefore, would help to 
meet the problem of diverted acres which in itself is a challenge to 
the dairy industry and at the same time accomplish a much needed 
objective in forestry. 

On behalf of the Madison Milk Producers Cooperative Association, 
an organization of 400 dairymen supplying milk to the Madison 
market and on behalf of the Wisconsin Council of Agriculture Coop- 
erative, a federation of agricultural associations, I submit these 
policies. We firmly believe that carrying out these proposed policies 
would be of great and lasting benefit to the dairy industry, and par- 
ticularly to the dairy farmers of this country. 

Mr. Aperneruy. All right, Mr. Palmer Munson. 


STATEMENT OF PALMER MUNSON, VERNON COUNTY, WIS. 


Mr. Munson. Mr. Chairman, and members of the committee, fellow 
farmers, I am Palmer Munson from Vernon County. I have farmed 
all my life, and was raised on a farm. I started out with my first 
dollar and have a few extra ones now, but they are all invested in 
farmland and livestock. 

I appreciate it very much if my government, whether under Repub- 
lican or Democratic administration, would help me and my neighbors 
to keep our production reasonably in line with consumption so that 
we would get a price for our products that would come within the 
range of covering costs of production or, in other words, 100 percent 
of parity. 

I believe that if this Nation is to go forward and progress, industry 
and agriculture and labor must go on forward together, and in order 
to do that we must be on the same base of competition. 

The difference in that base of competition, today, is the fact that 
industry is organized and incorporated, labor is organized, and I don’t 
condemn them for that. I think they should be patted on the back. 
Through their organizations they have won favorable legislation in 
the past. Today the farmer is producing a highly perishable com- 
modity, compared to industry. indir is geared under a roof and 
they can keep production in line with consumption and can, there- 
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fore, have a reasonable amount of control over the stuff that they 
produce. 

The farmer, the food is produced by many farmers throughout our 
Nation. It is impossible to keep production reasonably in line, and, 
without leadership and help of our Government, and I would appre- 
ciate it very much if they would help us at this time. 

I would like to bring my family up in a community—and this is 

not that kind of community and that kind of nation when I try to 
freeze out the neighbor who is, perhaps, a little weaker than I am, 
because he has perhaps a few less acres or milk cows. It is possible 
thats acres or cows are producing more efficiently than mine are, 
rossibly. 
; I Salers the final results of flexible price supports versus full 
parity is the fact that the small guy is going to get frozen out first, 
the next strongest one frozen out next and finally results that the 
food-producing line of this Nation will belong to the minority, when 
rather it should belong to the majority, or a large part of our 
population. 

I believe that is the way it is today and I believe it should remain 
that way. ° 

Perhaps there are some questions you would like to ask me now? 

Mr. Apernetuy. Are you suggesting that the Government provide 
you the means of keeping your products at 100 percent. of parity? Do 
you mean with controls? 

Mr. Munson. Yes; if necessary. Weshould always have—— 

Mr. AperNETHY. You know it would be necessary—you know that, 
because you would put everybody in the business; would you not ? 

Mr. Munson. Perhaps sometimes it would not be necessary. Dur- 
ing war conditions, when it is necessary, we should. We should 
always have in mind, however, that we want an abundance of food 
at all times. 

Mr. Averneruy. I agree with that. 

Mr. Munson. It is possible to keep supply in line with demand and 
with food. It is the best insurance policy that they have. And all 
America should share in the cost of that abundance, and that is where 
Government should come in. Over and above that abundance, the 
farmers should accept price controls and keep in line, provided we 
have an abundance at that time. 

Perishable commodities should be on the market and seek their 
own level, while the Government pays the farmer a direct difference, 
and when that difference gets to be too great, the farm producing the 
commodity, we should be able to set production controls on that and 
keep it reasonably in line. 

Mr. Apernetuy. We appreciate your statement, Mr. Munson. 

Mr. Munson. Thank you. 

Mr. Apernetry. Mr. Parks. 


STATEMENT OF FRANCIS R. PARKS, EXECUTIVE SECRETARY, THE 
DAIRY FARMERS PRICE STABILIZATION ASSOCIATION 


Mr. Parks. Mr. Chairman and members of the committee, I am 
Francis R. Parks, executive gg of the Dairy Farmers Price 
Stabilization Association, from Rice Lake, Barron County, Wis. 
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Barron County, Wis., has long been known as one of the outstanding 
dairy counties of the Nation. The dairy farmers of Barron County 
have waited anxiously and in vain for a solution to their ever-increas- 
ing economic problem. 

A Mr. John Gurtner of Comstock, Wis., originally came up with 
the basic ideas now incorporated in our suggested solution. His pro- 
gram was explained to dairy farmers at numerous open meetings and 
has been highly accepted by nearly everyone to whom it has been 
expounded. 

Starting with the basic assumption that the dairy farmers cannot 
afford to wait for the law of supply and demand to solve the dairy 
problem, and realizing that the present market price of the dairy 
farmer’s product is handicapped because of large Government-en- 
couraged surpluses and not wishing to hope that many dairy farmers 
would shortly go bankrupt so that the survivors would receive better 
prices caused by such a seietens of supply, we feel that this self-help 
program is the only true answer to the problem. 

All other suggestions, whether based on parity or some enforced cur- 
tailment of production, are merely temporary alleviatives. Everyone 
knows that under the present system a dairy farmer has nothing to 
say about the market price which he will receive for his product. 
Under the usual practice, the dairy farmer’s milk has been delivered 
to the processing plant and transformed by them into butter, cheese, 
or other dairy products and marketed before the farmer is paid for his 
milk. The sources of distribution which set prices that affect his in- 
come are not interested whether he receives a fair return that will 
produce a profit over his production costs and investment. 

If he is to survive, the dairy farmer must control the price of dairy 


products from the grassroots level. He must be able to take steps to 

eliminate damaging surpluses and regulate his income like any other 

businessman. The only way these a can be accomplished is for 
y 


the dairy farmers to be part of a closely knit organization which is 
controlled and administered from the dairy farmer’s level, and not in- 
fluenced by political or other considerations. 

The Dairy Farmers Price Stabilization Association was formed to 
do these things. It promotes a plan conceived by dairy farmers with 
objectives based on the theory that what other industries, businesses, 
labor unions, and agricultural groups have done to further their own 
interests, the dairy producer can do for himself also. 

Other plans proposed in the past have been temporary programs 
which have not been practical. This program is a long-term plan 
which strikes at the real cause of the dairy farmer’s economic troubles. 
It will take up the surpluses and keep the dairy business stable. 


ORGANIZATION 


The Dairy Farmers Price Stabilization Association is organized 
on a county or local unit level, each unit having its own officers and 
directors elected by itsown membership. All local units are affiliated 
with the central organization, which will handle the program on a 
national level subject to the wishes of the members of the local units. 
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PROGRAM 


1. The Dairy Farmers Price Stabilization Association will estab- 
lish a set, guaranteed price for grade B milk for use in cheese, butter, 
and milk powder, based on a fair return for the dairy farmer’s in- 
vestment and labor. Grade A milk, being a premium product, will 
find itsown level. Tentatively, the figure set for grade B milk is about 
$1.30 per pound of butterfat or $4.55 per hundredweight or equivalent. 

2. A fixed price will be declared for butter, cheddar cheese, and 
milk powder, and this would be determined at whichever point would 
produce the price mentioned above. 

3. Each member would receive, on the above basis, increased cash 
benefits with his milk checks as the result of this program. A portion 
of these benefits would be deposited in a central buying account and 
the balance, which on a basis of $4.55 per hundredweight would be 
over a dollar more than the present price, would be paid at once to 
the farmer. On the basis of $4.55 the part going to the central account 
would be about 35 cents to begin with. 

4. This fund would be administered by the central organization 
and would be used to buy all surpluses of butter, powder, or cheddar 
cheese as they accumulate, at their set price. These surpluses would 
be disposed of immediately as determined by the central organization, 
but only in such ways that would not interfere with the American 
retail market. Proceeds from such sale of surpluses would be re- 
turned to the central buying account. 

5. When the surplus account is large enough to handle any ex- 
pected surpluses, the farmer would receive the full amount of the 
cemrentend price. So, when no surplus is being produced, he could 
always depend upon receiving the full amount of the guaranteed price. 

6. Initially there would be no quotas or restrictions set on produc- 
tion. But, to make certain the program would function at once, the 
Government would be requested to dispose of existing surpluses 
without affecting the American retail market. The Government will 
also be asked to fix a flexible tariff to guarantee that no foreign prod- 
ucts would be imported to compete with the American dairy farmer 
at a lower price than the one set for the United States. 

7. This program will be voluntary on the part of both the farmer 
and the milk plant, but the members will agree to sell only to plants 
which are participating. The central organization will purchase 
surpluses only from participating plants. No farmer member could 
profit by selling to a cutrate plant instead of to the surplus account. 

8. This program will not go into effect until the price schedule 
is firmly established and the program is in effect on a national basis. 
Local organizations are now being set up as rapidly as is practical. 


EFFECTS 


This program would stabilize the American dairy market. Cheese, 
butter, and powder surpluses would not have to be stored. The cheese 
buyer, knowing the retail price was guaranteed, would purchase raw 
cheese at the going market price for storage in his own warehouse. 
And, with no surpluses to affect the market, he could regulate pro- 
duction to suit consumption, and shortages could similarly be avoided. 
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Since foreign dairy products would still be available, no shortage 
in this country could have serious effects. The protective tariff would 
provide a valuable income to the Government and would not affect 
the economy of foreign producers. 

At present we are producing 3 percent more dairy products than 
we are consuming. The DFPSA program could easily overcome that 
surplus. It is not likely that many new dairy producers would enter 
the field, because if a surplus would be created, it would be necessary 
to increase the central buying account and this could reduce the take- 
home check, and would discourage new recruits and herd expansion. 

If the need for additional steps should develop, such things would 
be done with the approval of the voting membership. 

The dairy industry, under this program would be healthy and pros- 
perous from top to bottom. This would, in turn, be reflected in the 
entire national economy. 


MEMBERSHIP 


Members pay a lifetime Seer fee at the rate of $1 for each 
. This money is used to set up 


40 acres of crop or fenced pasturelan 
the mechanics of the program. 

' There will be no reductions from milk checks until the program is 
put into full effect and the guaranteed price is being paid to the 
farmer. This will amount to only a small part of the increased cash 
benefits the farmer would then be receiving. 

The DFPSA program is concerned only with the dairy farmer, but 
similar organizations might be founded to benefit other branches of 
agriculture. 

Thank you, gentlemen. 

Mr. AperNetTuy. You have given us a very interesting statement, 
and you did it with dispatch, too. 

Thank you, sir. 

Mr. Stalbaum ? 


STATEMENT OF HON. LYNN STALBAUM, A STATE SENATOR FROM 
THE STATE OF WISCONSIN, APPEARING AS SECRETARY-TREAS- 
URER, RACINE MILK PRODUCERS COOPERATIVE ASSOCIATION 


Senator Srarsaum. Mr. Chairman and members of the committee, 
I am State Senator Lynn Stalbaum, appearing today as secretary- 
treasurer of the Racine Milk Producers Gaapapetivs Association, and 
I wish to briefly state our position on farm programs being considered, 
as follows: 

P cence purchase program with flexible price supports, now in 
effect : 

This program has not met the dairy problem. The reasons for this 
failure have been so oft-repeated that we shall spend little time on that 
detail here. This is the second year of flexible price supports, and we 
find milk production at an alltime high. There are those who support 
this program who urge us to wait longer to te this program a fair 
test. Those who dathoe this request should be advised that 2 years 
should be long enough, especially if the program has to depress prices 
as a flexible support program does, to give a program a trial. Rather 
than continue longer, now is the time for a change. 
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Government purchase prégram with a fixed level of price supports, 
usually considered at 90 percent of parity: This program also was 
not meeting the problem. Supplies were going into storage rather 
than into use. Nonfarm groups were critical in that this program 
kept food costs up plus the fact that tax money was required to make 
the purchases. Thus the nonfarmer was inclined to feel that he paid 
out of two pockets. Rather than have commodities continually go 
into storage, which from an agricultural standpoint depresses prices 
long after the overproduction has ceased, production should as far as 
possible go into use, providing such a program does not depress prices 
to the point where the family-type farm is jeopardized. 

Let us consider the Government land-rental program: We are 
firmly opposed to the proposed land-rental program, whether intended 
for dairy or for other commodities. While this program has merit 
from a soil-conservation approach, there is the inherent danger that 
the forage crops on the rented acres might ultimately find an outlet 
in the form of dairy or livestock products. We seriously doubt that 
this land could be controlled to the point that this would not occur. 

Compensatory payment program: We believe this program has 
much to commend it. It would minimize Government storage, thus 
removing a criticism of long standing of nonfarm groups. It would 

vermit the commodity to sell at its own price in the market place. 

hus the domestic consumer would benefit from any overproduction 
rather than foreign countries, as would be the case at the present time 
if Government stocks are sold at a reduced price overseas. If the 
basis for the compensatory payments is some fixed level, such as 100 
percent of parity, it would give some stability to agricultural prices, 
thus encouraging young people to go into or to stay in farming. 

No farmer is anxious to advocate production controls. But if such 
controls are necessary to make a program effective, we recognize this 
as the price we have to pay to get a workable dairy program and would 
oper them. 

production controls are established and outlets can be found 
for production over quota limits which will not disrupt normal trade 
channels, we would not object to this excess being used for these pur- 
poses. However, we have serious doubts that this can be done. We 
definitely do not want overquota milk competing in the market place. 
For these same reasons, we have opposed the Milk Producers Fed- 
eration self-help program, contending that the purchases by the 
stabilization board could not be moved outside of regular trade 
channels. 

Dairying has always been treated as a stepchild in the price support 

rograms. It was not made a basic commodity in the 1930's. r- 
ing the 1940s, it most felt the impact of food rationing, especially that 
part which goes into butter. Now in the 1950’s dairy products were 
the first on which supports were reduced to 75 percent of parity. We 
urge the Congress to enact legislation which will treat us in the same 
light as other farm commodities are treated. 

r. ApernprHy. Well, Senator, I would like to ask you a question 
there. If you had legislation which would treat you as other farm 
commodities were treated, that would require farm-production con- 
trol, and would you favor that? 

69970—56——15 
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Senator Sratsaum. Basically, I would; os sir. 
Mr. Asernetuy. All right, sir. That is all I want to know. 
Mr. Fred Galli. 


STATEMENT OF FRED GALLI, REPRESENTING SOUTHWESTERN 
WISCONSIN SWISS CHEESE INDUSTRY 


Mr. Gaui. My name is Fred Galli. I represent the swiss cheese 
industry of southwestern Wisconsin. 

Mr, AnernetHy. Can you summarize this statement. It is 4:30 
and we have a long ride ahead. 

The whole statement will be inserted in the record, but if you would 
summarize it, it would be very helpful. 

(The statement referred to follows :) 


STATEMENT BY SOUTHWESTERN WISCONSIN Swiss CHEESE INDUSTRY PERTAINING TO 
NECESSITY FOR A Swiss CHEESE PrIcE-SuPPORT PROGRAM OR EXPENDITURE OF 
SecTION 32 Funps on Swiss CHEESE 


I, SWISS CHEESE PRICE-SUPPORT PROGRAM 


The United States Department of Agriculture’s program for supporting the 
price of manufactured milk and butterfat to farmers involves the purchase or 
offer to purchase creamery butter, cheddar cheese, and nonfat dry-milk solids. 
By purchasing these manufactured dairy products the Government reduces 
supplies in commercial channels, hoping by this means to maintain a floor below 
which the price of milk at the farm will not fall. The Southwestern Wisconsin 
Swiss Cheese Industry (hereafter referred to as SWSCI) freely admits that this 
program has (with the exception of April to July 1954) maintained the average 
United States manufacturing milk price to farmers above 75 percent of parity, 
the minimum support price under the present law. SWSCI contends, however, 
that the present program has not assured farmers in all parts of the country, 
or farmers selling to all types of outlets, the support price for milk. 

It is our contention that supporting butter, nonfat dry-milk solids, and cheddar 
cheese has not afforded farmers selling to other products outlets, effective price 
protection. Because of this SWSCI contends that a price-support program for 
swiss cheese would actually help achieve the proper objective of a price-support 
program, namely assure all farmers prices at at least the minimum support 
level. This is not to say that supporting swiss cheese will involve year-around 
purchases. Farm milk prices have in swiss cheese areas frequently been well 
above support level. But at times conditions over which the swiss cheese indus- 
try has no control has resulted in depressed prices to farmers. It is at these times 
that support purchases would help achieve the objective of a national price- 
support program—namely, assuring all farmers of prices no lower than the 
minimum support level. 


Prices paid for milk by swiss cheese factories 


Close to one-third of the country’s swiss cheese is manufactured in a five- 
county southwestern Wisconsin area. These counties are Green, LaFayette, 
Dane, Iowa, and Grant. The Wisconsin Swiss and Limburger Cheese Producers 
Association represents cheese factories throughout this area. This association 
has kept records of milk prices paid to farmers by swiss cheese factories in this 
area over a period of years. The prices these swiss cheese factories (cooperative 
in nature) have been able to pay farmers, the United States support price for 
manufacturing milk, and the difference between the two are indicated on table 1. 

It will be noted from this table that during years in which farm milk prices 
in general were above support levels, and little or no dairy support activity took 
place (1950 to November 1952), that prices paid by swiss factories were also 
generally above support levels. From December 1952 on, however (when sub- 
stantial support activity took place), prices paid by swiss factories haye con- 
sistently been below the support level. Thus the fact that no purchases of 
swiss cheese were made under the support program has meant that southwestern 
Wisconsin swiss factories (unlike cheddar, and butter-powder outlets who had 
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their products supported) could not pay the support price. Farmers received 
as much as -74’cents per hundredweight below support prices during the 1953-54 
marketing year, and are currently receiving between 10 and 15 cents less. 

How much does this mean in percentage of parity terms? In other words, what 
percentage of parity did the southwestern Wisconsin farmers receive and at 
what percentage of parity was the support level during recent years? Reference 
to table 2 indicates that during years of heavy support purchases the prices paid 
by swiss factories in southwestern Wisconsin have not been as high in parity 
terms as was the support level. In-.other words, farmers were receiving prices 
which averaged less than support prices as a percent of parity. Before support 
operations were commenced (November 1952) swiss factories had no particular 
trouble either in returning farmers the support level for their milk. When other 
outlets (like Cheddar cheese and butter powder) found they needed support, 
however, swiss factories also found that their prices dropped off considerably. 
SWSCI contends that it is not fair to expect swiss factories to pay support prices 
with no support purchases, when butter powder and cheddar cheese outlets 
cannot do so. 


Prices paid by southwestern Wisconsin swiss cheese factories compared to prices 
paid by outlets receiving support 


The important question from the standpoint of the swiss cheese industries 
competitive position is whether or not it has been able to maintain prices to 
farmers at the same level as that of the butter powder and Cheddar cheese indus- 
try, whose products are being supported. If the prices paid by swiss factories 
has fallen relative to those paid by outlets whose products are supported, and its 
competitive position damaged in the process, it would appear that in the interest 
of justice some redress in the form of support activity is needed for the swiss 
cheese industry. 

Table 3 presents the comparison between prices paid by swiss factories in 
southwestern Wisconsin and prices paid by competitive outlets (receiving sup- 
port) before and after support purchases were commenced. It will be noted 
from this table that during the last full year of free market prices for milk, 
swiss factories in southwestern Wisconsin paid slightly more than did creameries 
and American cheese factories. After depresesd market conditions forced sup- 
port purchases, the prices paid by swiss cheese factories (nonsupported) fell 
relative to those paid by a supported industry (butter powder and cheddar 
cheese). Although milk prices paid by swiss factories were 3 cents per hundred- 
weight above American factories in 1952, they averaged 18 cents per hundred- 
weight below these factories during the first 6 months of 1955. For creameries 
the figures were 10 cents per hundredweight above in 1952, and 22 cents per 
hundredweight below in the first 6 months of 1955. Support for Cheddar cheese 
and butter powder, and lack of support for swiss cheese has resulted in a situa- 
tion where swiss factories are no longer competitive with other supported outlets. 
The effect of this on plant bankruptcies, and conversion to Cheddar cheese is 
indicated elsewhere in this report. Suffice it to say at this point that swiss 
factories have been hard hit competitively since support purchases of butter- 
nonfat powder, and Cheddar cheese have been commenced. SWSCI maintains 
that a price-support program should take into consideration the necessity of 
maintaining the competitive relationship between various product industries 
within the dairy industry. This has not been done under the present program. 
A support program for swiss cheese will help reestablish the competitive rela- 
tionship between swiss cheese, and presently supported products, which existed 
before support operations were commenced. 


Effect of present support operations on competitive relationships 


What effect has the program of supporting cheddar cheese and not swiss 
cheese had on their competitive relationship in terms of utilization of milk in 
these product outlets? Perhaps the best way of measuring this is to compute 
the percentage that production of these two products, after support activity 
was initiated, was of production before support activity was initiated, in an 
area in which both are major users of milk. The most representative such area 
is, of course, Wisconsin. 

Figures A, B, and C indicate the percent that monthly swiss and Cheddar 
cheese production in Wisconsin during the years 1952, 1953, and 1954 was of 
monthly production during the 1949-51 period. (Data in these figures were ob- 
tained from the publication, Wisconsin Dairying.) Support activity for Ched- 
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TABLE 3.—The amount that prices paid farmers by southwestern Wisconsin swiss 
cheese factories were above or below the prices paid farmers in Wisconsin for 
milk used in making American cheese and butter and creamery byproducts, by 
months, 1952 to the present, in cents per hundredweight * 


[Cents per hundredweight] 


Jan. | Feb. | Mar. | Apr. aay | June | July | Aue sent Oct. Nov.| Dec. | Averae 


Swiss cheese farm price above or below American cheese farm price ? 


+37 | +21 | +1 | +14] +17) +24] —17| —11 | —17 | —26| —47 
—61 | —60 | —60 | —45 | —45 | —51 | —14 | +15 | +22) —3 

—31 —-2) 1) -6[/—13| —7) +6) +17) +0 

—12 —26 | —20 


Swiss cheese farm price above or below farm price paid by creameries 2 


+34 +21 | +2) +22 | +23) +28) -—3/ +13] +11} —9/| —41 
—54 —61 | —56 | —38 | —42| —47) —9 | +21 | +29) +8] —21 
—26 —45 | —-27; —5) —5| —-16/| —5| +3] +18 | +10 

—12 —18 | —30 | —23 | —34 


! See table 1 for source of prices os by southwestern Wisconsin swiss cheese factories, prices paid farmers 
in Wisconsin for milk used for American cheese and butter and byproducts obtained from a 
monthly USDA report entitled “Milk Prices Paid at Creameries and Cheese Factories.’ All prices 
ted to 3.5 percent butterfat test on a straight butterfat basis. 
a+ oe swiss factory price is higher; — means that it is lower than the American cheese or creamery 
farm pay price. 


dar cheese in 1949-51 were very light, as contrasted to purchases in recent 
years. Figures A, B, and C are very enlightening in that they show a very 
clear pattern. In 1952 (a year in which support activity did not commence until 
late in the fall) monthly Wisconsin production of both Cheddar and swiss cheese 
remainded at about the 1949-51 level, and both swiss and American showed 
about the same relationship to earlier years. In 1953 and 1954 on the other 
hand, when support activity in Cheddar was at an all-time peak, production 
of Cheddar was considerably above the average of the base years, while pro- 
duction of swiss was correspondingly considerably below the base-year average. 
Wisconsin Cheddar production in 1953 averaged 9 percent above the 1949-51 
while swiss production was 18 percent below. In 1954 Cheddar production was 
14 percent above the base years, and swiss production was 19 percent below. 
SWSCI contends that the support program is the major reason for this situa- 
tion. We do not believe that a support program should force milk out of one 
product outlet into another. Such has been the case with our present program. 
Swiss production in a competitive area is lower, Cheddar is higher, and the 
swiss industry suffered in terms of factory bankruptcy, diversion of milk, and 
unused facilities. SWSCI contends that the total support activity would not 
have been any greater and in all probability would have been less, if swiss 
cheese as well as Cheddar cheese had been supported. The only difference 
would have been that rather than force the milk out of swiss into Cheddar and 
support it in this fashion, it would have been supported as swiss in the first 
place. 


Effect of present support program on closings and diversions by Wisconsin swiss 
cheese factories 


Reference was made earlier in the text to the fact that swiss cheese factories 
were having difficulty maintaining a competitive relationship with dairy plants 
whose products were supported. To ascertain the exact status of the Wisconsin 
swiss cheese industry with reference to plant closings and diversions to other 
products, a study was made of records kept by the division of markets in the 
Wisconsin Department of Agriculture. This division has records on the number 
of swiss plants making swiss cheese, as well as the numbers which have ceased or 
switched operations over the years. 

Table 4 indicates the changes which have occurred in swiss cheese factory 
numbers since January 1, 1953. Since Wisconsin had two major swiss cheese 
areas before Cheddar support operations became such a dominant force in the 
market (and a large number of plants in the northwest Wisconsin area switched 
to Cheddar cheese) data for both northwestern and southwestern Wisconsin is 
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presented. Data in this table indicates that 65 percent of northwestern Wiscon- 
sin and 17 percent of southwestern Wisconsin swiss cheese factories have ceased 
making swiss cheese since January 1, 1953. For the State as a whole 23 percent 
of the factories ceased making the product since January 1, 1953. (This com- 
pares with 15 percent of the creameries, and 13 percent of the American cheese 
factories which have gone out of business in Wisconsin during the same period 
of time.) 

These are of course staggering figures but they do illustrate the impact of 
the present support program on the Wisconsin swiss cheese industry. Even 
more illustrative is the data on the numbers of swiss factories which have 
switched from swiss cheese to Cheddar cheese during this period of heavy support 
purchases of Cheddar cheese. 46 percent of northwestern, 10 percent of south- 
western, or 15 percent of Wisconsin swiss cheese factories have changed from 
swiss to Cheddar cheese during the last 2% years. Not only is the Government 
still supporting the price of the milk so diverted, but more important the support 
program is responsible for causing major uneconomic changes in the structure 
of the Wisconsin dairy industry. Certainly shifts of this type are not con- 
ducive to orderly marketing. SWSCI contends that a support program should 
not result in such disorderly marketing changes, and in the process wreck havoc 
on certain segments of the dairy industry. We see no reason why farmers and 
the trade, both of whom have considerable sums of money invested in factories, 
equipment, and facilities should have these investments jeopardized as a result 
of factory closings and diversions resulting from a support program. This is 
especially hard for us to understand since the milk from these factories is being 
supported any way through the process of Cheddar cheese, butter, and nonfat 
powder purchases. In Wisconsin for instance, over 125 million pounds of milk 
left swiss cheese factories since January 1, 1953, as a result of closings or diver- 
sion. Thus the Government was confronted with the fact that the equivalent 
of an additional 1,250,000 pounds of Cheddar cheese was being produced and 
hence eligible for support. If the milk is to be supported anyway, why force it 
out of one product outlet into another, at severe financial hardship to the first? 


Effect of supporting swiss cheese on total quantities supported 


As indicated in the previous section, the present support program has resulted 
in large quantities of milk previously made into swiss cheese being diverted to 
cheddar and thus supported anyway. Thus by not supporting swiss, the Gov- 
ernment has encouraged a diversion to cheddar, and has in the end supported 
the milk anyway. SWSCI naturally asks the question, why encourage the 
uneconomical diversion by supporting cheddar cheese and not swiss cheese? 
Equally important is that SWSCI does not expect the Government to support 
swiss cheese to the extent that they now support cheddar cheese. The net result 
would be that keeping the milk in swiss cheese rather than diverting to cheddar 
would actually be less costly than is now the case. Let us illustrate. 

Since support purchases on cheddar cheese were initiated in November 1952, 
a total of 752,633,000 pounds have been purchased (through July 31, 1955). These 
figures are taken from USDA Press Release 2040-55-22, Washington, D. C., 
August 8, 1955. During this same period of time, 2,809,874,000 pounds of 
cheddar cheese have been manufactured. These figures were obtained from 
Production of Manufactured Dairy Products (a USDA publication) and monthly 
issues of Creamery Butter and Cheese Production Estimates (USDA publication). 
Thus 27 percent of all cheddar cheese manufactured in this period of time has 
been purchased by the Government. During roughly the same period of time 
(January 1, 1953 through June 30, 1955) only 9 percent of all swiss cheese manu- 
factured in Wisconsin was of grinder quality. (Figure from division of markets, 
Wisconsin Department of Agriculture. Thus although the Government has had 
to purchase 27 percent of all cheddar cheese manufactured under the present 
support program, at the very most it would have to buy only 9 percent of the 
swiss cheese under the program suggested by SWSCI in which only Swiss cheese 
of grinder quality is to be supported. Actually nowhere near all of the swiss 
cheese of grinders quality would be offered to the Government, since considerable 
quantities are needed in the trade for processing and other purposes. For pur- 
pose of illustration, however, let us use the 9-percent figure which represents all 
grinders. It is not far more logical for the Government to buy 9 percent of an 
industries production then to force huge quantities of its milk into a competitve 
outlet and then buy 27 percent of the product? SWSCI believes that the figures 
speak for themselves. We can see no basis for argument. The answer must 
be “Yes.” 
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TABLE 4.—Wisconsin swiss cheese factory numbers, Jan. 1, 1958, and Sept. 15, 
1955 


Number of 
— Decrease in Number Number 
making number, | going out of | that switched 
swiss cheese (Jan. 1, 1953- business to Cheddar 
(Jan. 1, 1953- |S@Pt- 15, 1955)} completely cheese 
Sept. 15, 1955) 


Northwestern Wisconsin 2 
Southwestern Wisconsin 3 


1 Source: Wisconsin De ent of Agriculture, division of markets. 
? Primarily Barron, Polk, Dunn, and St. Croix Counties. 
* Primarily Dane, Green, Lafayette, Iowa, and Grant Counties. 


TaBLe 5.—The percent of total milk produced in the United States, Wisconsin, 
and the 5-county southwestern Wisconsin area which was utilized in the pro- 
duction of swiss cheese, 1950-54 * 


[Percent of milk produced which was utilized in swiss cheese] 


United Southwestern 
States | Wisconsin |” Wisconsin 


1 Sources: July issues of Wisconsin Dairying, USDA publication, Milk Production on Farms and Sta- 
tistics of Dairy Plant Products 1954, USDA publications, Production of Manufactured Dairy Products, 
and Wisconsin Crop and Livestock Reporter, April and May issues. 


Importance of swiss-cheese industry 


Some may argue that swiss cheese is so unimportant in the aggregate that 
there is no logic in including it under a Government-support program. SWSCI 
vigorously disputes this claim. Table 5 indicates the percent of the total milk 
produced in the United States, Wisconsin, and the five-county southwestern 
Wisconsin area which was utilized in the production of swiss cheese during the 
last 5 years. 

This table pinpoints two important facts: (a) Although milk utilized in 
swiss cheese as a percent of total milk produced in the United States and 
Wisconsin is relatively small (1.24 percent and 3.2 percent respectively in 1954), 
nevertheless even these figures indicate that the product is of some importance 
to the dairy industry. More important however, 23.2 percent of the milk produced 
in the southwestern Wisconsin area was utilized in swiss-cheese production even 
as late as 1954 (after the support program had been in effect several years). 
Swiss cheese is important to this area. (6) The percent of milk utilized in swiss 
cheese both in Wisconsin and the southwest Wisconsin area has decreased 
considerably since presupport days. The decrease for southwest Wisconsin 
has been from 26.8 to 23.2 percent, while in Wisconsin the decline was from 
4.1 to 3.2 percent—further evidence that diversion is taking place. 


Financial effect on farmers of swiss-cheese factory closings 


As was indicated earlier over 23 percent of all Wisconsin cheese factories 
making swiss cheese as of January 1, 1953, are no longer making the product. 
Over one-third of these have closed up completely. Almost all were cooperative 
in nature. Hven those who only switched to cheddar have incurred a con- 
siderable added financial burden. Farmer members of those closing completely 
have, however, been particularly hard hit. Tables 6 and 7 illustrate the pos- 
sible extent of this financial hardship. 

Table 6 illustrates the extent to which farmer members of swiss factories 
are indebted for factory and equipment expenditures. Debts (which are aside 
from original investments) in the extent of $200 to $500 per patron are sub- 
stantial amounts for Wisconsin farmers—many of whom are already hard 
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pressed. SWSCI does not. believe that a support program should be a con- 
tributing factor to their losing a substantial proportion of their investment, as 
well as be obligated on past indebtedness on a factory forced to the wall. In 
the name of simple justice we request relief for these farmers. 

The cost of the swiss-cheese factory equipment alone is almost $13,500 per 
factory. (See table 7.) Under the arrangement prevailing in southwestern 
Wisconsin, cheesemakers own the equipment and get 13 to 14 percent of the 
gross receipts for wages. Plant closings can also hit these men hard. It does 
not seem fair to SWSCI that these men’s life investments should be jeopardized 
as a result of market conditions resulting from a support program. 


TABLE 6.—The indebtedness of 30 cooperative swiss cheese factories in south- 
western Wisconsin as of Jan. 1, 1952* 


Average 
Number amount 
of owed by 
factories patron 
members 


Average Amount 
number of | owed per 
patrons in patron 

factory member 


Debt bracket 


$213 
1, 916 | 
3, 765 | 
6, 210 
13, 211 | 
13, 967 | 


1 Data from the Wisconsin Secretary of State’s Office, Madison, Wis. 


TABLE 7.—The cost of factory equipment in 84 southwestern Wisconsin swiss 
cheese factories * 


Cost of 
equipment 


Cost of 


Factory No. equipment 


Factory No. 


$9, 077 
17, 895 
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1 Data for year 1950. Obtained from Wisconsin State income-tax records. 


What type of swiss cheese support programs does SWSOI propose? 


SWSCI proposes that the Government support milk being used in swiss-cheese 
production by buying or standing ready to buy swiss cheese of grinders quality. 
We do not ask support on all swiss cheese, but only about 9 percent of it. We 
are asking support on only a small proportion of our cheese for two reasons. 
(a) To show our good faith, that is we recognize the practical financial problem 
for the USDA in support purchases, and are conscientiously trying to hold costs 
down as much as possible. (b) We realize that the Government would incur 
considerable cost in trying to store top grade swiss cheese, and would run an 
almost insurmountable risk of ever disposing of it back to the trade in its 
purchased form. 

We are therefore asking only for support on grinders which we suggest the 
Government use for conversion into the precess cheese, its uses in school lunch, 
military, and international aid programs. Thus the Government will have no 
problems of disposing of the cheese back to the trade. It will also have no 
problem of deterioration of grade, since only grinders will be purchased. Finally 
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it will be obligated to buy only a small portion of the swiss cheese manufactured. 

There will be no real incentive for the trade to try to manufacture swiss 
cheese of grinders quality to sell to the Government because under our program 
it would be priced low relative to the free market -price of State brand and 
grade B swiss cheese, so that nothing would be gained by this process. The 
incentive in the trade would still be to manufacture and sell the top grades. 

SWS6CI proposes that the Government support the price of swiss cheese of 
grinders quality at 30 cents per pound. This is based on the procedure currently 
used to calculate the Cheddar cheese support, with an allowance to the Govern- 
ment for the extra costs involved converting swiss cheese into process cheese, 
and shipping to central receiving points within States for disposal through 
school-lunch or welfare programs as contrasted to the costs involved in storing 
Cheddar cheese and selling it back to the trade. We realize that the government 
currently converts considerable sums of Cheddar cheese into processed cheese 
too, and incurs costs roughly comparable to those which would be incurred on 
swiss cheese. Thus maximum added costs are deducted from the swiss support 
price obtained by using the procedure currently used in calculating Cheddar 
supports. 

Here is how we arrive at the proposed 30-cent support on swiss cheese of 
grinders quality. Under the present procedure of calculating support prices on 
Cheddar cheese, the percent that grade A Cheddar cheese prices f. 0. b. Wisconsin 
assembling points were of the United States average price of manufacturing milk 
during a base period is multiplied by the current support price for manufacuring 
milk. Thus the current support price of 3344 cents per pound on Cheddar cheese 
is 10.56 percent of the 1955-56 support price for manufacturing milk. The 
results of a similar procedure applied to swiss cheese is indicated in table 8. 

Since the average 1949-53 percentage that Cheddar cheese was of manufactur- 
ing milk used in calculating Cheddar cheese supports was raised by 5.0746 per- 
cent, this same increase is applied to the 10.05 average 1949-53 figure obtained 
in table 8. Increasing this figure by 5.0746 percent results in a figure of 10.56 
percent, which when multiplied by the present support price for manufacturing 
milk of $3.15 per hundredweight results in a figure of 33.26 cents per pound 
gross support price for swiss cheese of grinders quality. This figure must be 
adjusted downward to take into consideration the added costs associated with 
converting swiss cheese into processed cheese as contrasted to storing Cheddar 
cheese and selling back to the trade in its natural form. Calculation of this 
added cost is made in table 9. 

Reference to table 9 will indicate that added cost on swiss support operations 
will come to about 3.34 cents per pound of cheese; 33.26 cents per pounds (the 
gross support price) minus this added cost of 3.34 cents equals 29.92 cents. 
SWSCI, therefore, believes that the 30 cents per pound support price it requests 
is fair, and equitable. It is based on procedures used by the Government cur- 
rently in calculating support prices on Cheddar cheese, and take into consider- 
ation added costs of converting swiss cheese into processed cheese, and shipping 
to central receiving points within States, as contrasted to buying Cheddar cheese 
and selling it back to the trade in its natural form. 


Taste 8.—Comparative average prices of swiss cheese, grinders quality and 
United States prices of manufacturing milk, by years, 1949-54 * 
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! This procedure is identical to the one outlined for cheddar cheese by the USDA on p. 6 of a USDA 
publication entitled “Dairy Price Support for the 1954-55 and 1955-56 Marketing Years.”’ United States 
manufacturing milk prices were obtained from this publication, while Swiss cheese prices were obtained 
from the Federal-State Market News Office, Dairy and Poultry, USDA, Madison, Wis. 
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Will farmers benefit from support operations on swiss cheese? 


This is, of course, an important question, for if farmers do not benefit, the 
objective of the support program has not been achieved and there would be no 
logical reason for Government support. An answer to this question can be 
obtained by determining the effect of the present support program on producer 
prices in States which have considerable volumes of swiss cheese. If prices paid 
producers for milk going into manufactured outlets (creameries, American 
cheese, and condensaries) have been maintained at or near support levels under 
the present support program, the indication would be that support-program 
purchases of Cheddar cheese, nonfat dry-milk solids, and butter have been largely 
reflected back to the farmer in the form of price. It would then logically follow 
that support purchases of swiss cheese would also be reflected in prices paid 
farmers for milk sold to swiss-cheese plants. The question to be answered then 
is, has the manufacturing milk price to farmers in swiss cheese States been 
maintained at or near support levels? Table 10 deals with this question. 

With the exception of the 1953-54 marketing year, the prices paid by manufac- 
turing outlets in swiss-cheese States were generally above the support price. 
(During the 1953-54 marketing year the national average manufacturing milk 
price was 28 cents below the support price, so the reason for low prices in the 
swiss-cheese States relative to support prices in this year is easily ascertain- 
able.) This means that support operations generally resulted in manufacturing 
milk prices being at or above support levels in the swiss-cheese States. There 
is no reason to believe then that swiss-cheese support operations, would not 
also be reflected back to farmers in the form of improved prices. Farmers will 
benefit under the SWSCI proposal. 


TaBLe 10.—The amount in cents per hundredweight that the United States sup- 
port price for manufacturing milk was above or below the manufacturing milk 
price for milk of the same butter fat test in the 6 leading swiss-cheese produc- 
ing States by marketing years, 1950 to present ** 


[Cents per hundredweight above or below support price 5] 


| 
Marketing year * 


1950-51 1951-52 1952-53 


+44 


1 The States in order of volume of swiss cheese production are Wisconsin, Illinois, Minnesota, Ohio, 
Idaho, = Utah, which account for 90 percent of United States swiss cheese. 

2 For nsin, Illinois, Ohio, and Idaho, the average oe price is the average of prices paid 
by need erican cheese factori ies, and condensaries; for Minnesota it is the price paid by American 
cheese plants ed iene and for Utah by condensaries. Source: USDA reports. 

3 Marketing year is eo m April 1, to March 31 of the following year. 
4 April 1 to August 1, 
5 Support price from ane situation 247. 


Summary statement on price-support program for swiss cheese 


Prices southwestern Wisconsin swiss cheese factories have been able to pay 
farmers have frequently fallen below support levels, and even below 75 percent 
of parity. Thus swiss farmers were not getting the price the present law 
attempts to assure them of. Because cheddar cheese is supported and swiss 
cheese is not, considerable quantities of Wisconsin milk have been diverted from 
swiss to cheddar cheese. Thus the milk is supported, but only after being forced 
from a swiss to cheddar operation—hardly a logical purpose of a support pro- 
gram. Encouraging a shift from swiss to cheddar cheese complicates the sup- 
port program because it actually induces an increase in cheddar cheese produc- 
tion which further depresses the cheddar cheese price and thereby increases the 
volume the Government has to purchase. It creates further problems for the 
cheddar cheese industry in that it encourages new production of cheddar cheese 
in areas, and at times that this increase may not be economically feasible. 
Thus, the present support program is actually contributing to future instability 
in the cheddar cheese industry, as well as contributing to disorderly marketing. 
The intermittent in and out production of cheddar cheese in swiss cheese and 
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other competitive product areas engendered by price support on only cheddar 
cheese also contributes to disorderly marketing. Since less cheese would actually 
have to be bought under the SWSCI swiss cheese support proposal, and since it 
would result in more orderly marketing for reasons noted above, SWSCI feels 
a swiss cheese support program is fair, equitable, and desirable. It will help 
achieve the objectives of the support program; namely, to insure milk prices to 
farmers at the support level, which our farmers do not now get, as well as 
promote more orderly marketing than exists under present support program 
procedures. We are asking for a support price of 30 cents per pound of grinders 
which more than takes into consideration added costs in storing and converting 
swiss cheese to processed cheese, Past experience provides ample evidence that 
farmers will receive higher prices as a result of this support. 


Il. EXPENDITURE OF SECTION 32 FUNDS ON SWISS CHEESE 


Congress in 1935 passed legislation aimed in general, at widening market out- 
lets for surplus farm commodities. This legislation (sec. 32 of Public Law No. 
820, 74th Cong.) has three objectives: (a@) Encourage exports of agricultural 
commodities and products, (0) to encourage the domestic consumption of agri- 
eultural commodities, by buying them and distributing them to school-lunch pro- 
grams, institutions, and persons in low-income groups, or by diverting them from 
normal channels of trade and commerce to new uses, and (c) to reestablish 
farmers purchasing power by making payments in connection with the normal 
production of any agricultural commodities for domestic consumption. 

Although SWSCI believes that a price-support program is justified for swiss 
cheese, it nevertheless realizes that this would necessarily take a considerable 
period of time to develop. In light of the urgency of the situation therefore, it 
is willing to accept the expenditure of section 32 funds, at least until some 
permanent plan for support is worked out. Section 32 funds may be used to 
support prices of agricultural commodities provided 1 of the 8 above objectives 
are achieved. The SWSCI proposal for the Government to buy grinders, swiss 
cheese, and convert it into process cheese would, of course, achieve the first part 
of objective (bd). 

Furthermore, in administering operations under section 32 the Department of 
Agriculture seeks to provide price assistance to farmers confronted with price 
depressing surpluses. The purpose of section 32 programs is to remove surpluses, 
that is an excess of available supplies over normal domestic, export, and stock 
requirements. The swiss cheese industry in this country, like the dairy industry 
in general, has been confronted with a critical surplus condition during the past 
3 years. Figure D below, indicates that in the past 3 years, storage holdings of 
swiss cheese have been as much as 500 to 800 percent higher than in postwar 
years, while the greatest increase in production was only about 100 percent, with 
the average increase being around 50 percent. The fantastic increase in storage 
holdings reflects the surplus conditions currently plaguing the swiss cheese in- 
dustry—a situation current throughout the dairy industry. Government pur- 
chase of cheddar cheese under the support program will, of course, alleviate 
the situation in the cheddar cheese industry, but will do no good in the swiss 
cheese industry. 

A major factor considered in selecting commodities to receive price assistance 
under section 32 funds is the cause of the surplus. The Department takes into 
consideration whether the surplus arises from conditions beyond the grower’s 
control such as general market conditions, or whether it is due to factors within 
the grower’s control. SWSCI vigorously contends that market conditions, both 
on the demand and supply side—conditions over which they have had no control 
are responsible for the present surplus situation. 

As far as the surplus grinder situation is concerned, the major reason for it is 
the new practice in the trade of cutting the cheese into consumer sized packages 
at the assembly points. Previously the cheese would be sold in the wheel form, 
and consumers would get both cheese and rind when they purchased swiss 
cheese at their grocers. Now the consumer can buy the cheese prepackaged 
with no rind or end loss. The assembler thus is faced with the proposition of 
selling the new ends which the consumer formerly bought when she bought the 
cheese. These ends can be sold only for the grinder price, and are used for 
processed cheese, as is swiss cheese of grinder quality. Thus the supply of 
cheese sold as grinders is increased, and prices depressed because the trade is 
performing a service for the consumer, which the consumer formerly performed 
herself. The consumer has asked for this service and the trade is giving it to 
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The Percentage Increase in the Pounds of Swiss Cheese Produced and in 
Storage Holdings, From the Corresponding Month of the 1946-50 average in the 
United States during 1953, 1954, 1955, 
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her but in the process is confronted with surpluses of grinder cheese. This 
surplus situation is the result of conditions beyond the control of the industry, 
and instead reflects a changing pattern of demand by the consumer. We are not 
responsible for the surplus, and therefore are entitled to relief under the provi- 
sions of section 32 of Public Law 320. 

Furthermore, under the law, surpluses can be “economic” in nature—a situa- 
tion which develops when prices are below certain desired levels. The fact that 
swiss cheese pay prices to farmers are below desired levels relative to parity, 
and other dairy outlets were developed in a complete mannner earlier in the 
text, the effect of low swiss cheese prices on plant bankruptcies, and shifts to 
cheddar cheese were also dealt with. The swiss cheese industry is confronted 
with a surplus situation both physical and economic in nature, and therefore is 
completely qualified for price assistance under section 32 funds. 

Another factor taken into consideration in selecting commodities to receive 
section 32 funds is the existence of outlets. Schools, public and private charita- 
ble institutions, and tax-exempt summer camps, and child-care centers provide a 
needy outlet for the processed cheese. Distribution this way would actually 
improve the diets of school children and needy persons. Yes; there is very 
definitely an outlet for the product. 

This can be further attested to by the fact that over 53 million pounds of 
cheese was purchased under authority of section 32, in fiscal year 1954 at a cost 
of $2% million, only a fraction of that expended for cheese in previous years. 
under the proposal of SWSCI would not likely exceed 8 million pounds at a cost 
of $2% million, only a fraction of that expended for cheese in previous years. 

This previous expenditure for cheese likewise clearly demonstrates that there 
can be no legal question as to whether swiss cheese can be purchased under the 
section 32 program. All that is required is that section 32 funds be devoted 
principally to perishable nonbasic agricultural commodities other than those 
receiving price support. Thus dairy products, especially those not supported, 
can clearly be purchased with section 32 funds. 

There likewise can be no question about availability of funds. The unobli- 
gated balance is in the neighborhood of $300 million. Furthermore, 30 percent 
of the gross receipts from duties collected under the customs laws are available 
for expenditure under the program. The $24 million expenditure for swiss 
cheese is small relative to funds available. 

Another factor considered in selecting commodities for section 32 price 
assistance is the price assistance given other commodities. The effect of the 
Cheddar-cheese support program on the swiss-cheese industry (which is non- 
supported) has been discussed at great length earlier in the paper and need not 
be dealt with further here. The inequitable position of the swiss-cheese industry 
resulting from the Cheddar-support program, is, of course, one of the major 
reasons of asking for price assistance for swiss cheese. 

Another limitation on the use of section 32 funds is that assistance be given at 
a price level which does not exceed certain maximum levels approved by the 
Secretary of Agriculture. We have already indicated how the 30-cents-per-pound 
price on grinders swiss cheese was obtained. It is a price which reflects the same 
return to farmers as under the Cheddar-support program less maximum addi- 
tional costs to the Government of processing and transporting the swiss cheese. 
SWSCI contends that this price of 30 cents is more than fair and equitable, and 
hence should be the purchase price for grinders swiss cheese under the section 
32 program. 

A special limitation on the use of section 32 funds is that no more than 25 per- 
cent of available section 32 funds can be expanded on any one agricultural com- 
modity in any one fiscal year. Total available funds in fiscal year 1954 were 
$476 million. Thus up to $119 million could have been spent on dairy products. 
The $2% to $3 million proposed expenditure on swiss cheese is relatively small. 


Mr. Gat. Yes, sir. 

During the 2 years prior to the commencement of Government pur- 
chases of dairy =~ under the support program in November 
1952, prices paid swiss-cheese farmers in southwestern Wisconsin 


averaged 46 cents per hundredweight above the support price. 
Since that time they have averaged 20 cents per hundredweight 
below the support price. 
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When no dairy products were supported, swiss cheese did not ask 
for, and needed no governmental assistance. However, when dairy 
support operations became necessary, the present program of buying 
Cheddar cheese, butter, and non-fat-dry-milk powder, did not bene- 
fit swiss cheese. 

Southwestern Wisconsin’s swiss-cheese farmers received consid- 
erably less than the support price. Almost 25 percent of the milk 
produced in southwestern Wisconsin is utilized in swiss cheese. 

The competitive position of the swiss-cheese industry with the 
butter, powder, and Cheddar-cheese industry, whose products are 
supported, has been severely damaged as a result of the present 
support program. 

uring 1952, the last full year of hardly no support activity, swiss- 
cheese factories in southwestern Wisconsin ald 3 cents per hun- 
dredweight more than Wisconsin American-cheese factories, and 10 
cents more than Wisconsin creameries. 

On the other hand, during the first 6 months of 1955, swiss cheese 
factories in southwest Wisconsin averaged 18 cents per hundred- 
weight below Wisconsin American cheese factories and 20 cents per 
hundredweight below Wisconsin creameries. 

The present dairy-support program has meant that swiss cheese fac- 
tories are no longer competitive with supported outlets such as 
creameries and American cheese factories. 

The present dairy support program is forcing milk out of swiss 
cheese outlets into American cheese outlets. 

For example, Wisconsin Cheddar cheese production in 1953 aver- 
aged 9 percent above the 1949-51 average, while swiss cheese produc- 
tion was 18 percent below. 

In 1954, Cheddar production was 14 percent above the base years, 
and swiss cheese production 19 percent below. 

We do not believe that a support program should force milk out of 
one product into another, and damage the first financially, as the 
present program has done. 

We contend that total governmental expenditures would not have 
been any greater—and in all probability less—if swiss cheese had 
either been supported or purchased under section 32 funds, rather 
than forcing swiss cheese milk into Cheddar cheese. 

The financial effect of the support program in forcing swiss cheese 
milk into Cheddar cheese can be demonstrated by examining plant 
numbers. Since January 1, 1953, 23 percent of the Wisconsin swiss 
cheese factories have ceased making swiss cheese and 15 percent have 
switched from swiss cheese to Cheddar cheese. 

Not only is the Government still supporting the milk diverted from 
either bankrupt factories or those converting to Cheddar cheese, but, 
more important, the support program itself is largely responsible for 
causing major uneconomical changes in the structure of the Wisconsin 
dairy industry at considerable expense to Wisconsin farmers. 

Swiss cheese farmers, for example, who own 90 percent of the Swiss 
cheese factories, in Wisconsin, not only have considerable sums tied 
up in their factories, but actually own as much as $500 per patron for 
new construction and facilities. 

Swiss cheesemakers own the equipment, the depreciated value of 
which averages over $13,000. We do not feel that a support program 
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should cause the type of financial hardship that. it has for these people. 

To them it is a present unfortunate situation brought on largely by 
the present dairy support program, and we recommend that the 
Government either institute a support program for swiss cheese, or 
provide for the expenditure of section 32 funds on swiss cheese of 
grinders’ quality. 

We recommend converting the swiss cheese into processed cheese, 
to be used in school-lunch programs, relief or charitable outlets, or 
military or international aid programs. 

We are recommending that only swiss cheese of grinder quality be 
purchased, for two reasons: 

1. To keep the costs to the Government as low as possible; and 

2. The practical problems involved in storing top-grade swiss 
cheese, sod selling it back to the trade, we suggest a purchase price of 
30 cents per pound. This figure is obtained by calculation currently 
used to calculate cheddar cheese supports, with an allowance to the 
Government of 314 cents per pound for the extra costs associated with 
the purchase and conversion program on swiss cheese. 

This program would actually save the Government considerable 
money, betaine the Government purchases of Cheddar cheese have 
averaged 27 percent of total cheddar cheese production since sup- 
port operations were commenced, whereas only 9 percent of the swiss 
cheese is of grinders’ quality. 

Rather than forcing milk out of swiss cheese into cheddar cheese 
and buying 27 percent of it, we contend that the Government should 
leave it in swiss, and at the most, buy 9 percent of it. This program 
would cost only $214 million to $3 shiftion per year. It would actually 
save the Government money in the long run, but, more important, 


would correct, inequities the present support program has fostered. 


Mr. Asernerny. Mr. Galli, I thank you for your statement and 
certainly want to apologize for rushing you, but the situation existed, 
and we could not avoid it. 

May I also apologize to you for being the last witness, but somebody 
had to be last. 

Mr. Laren. I think he was the last request that we received. 

Mr. AserNetuy. May I say that I know there are others in the 
room who have sent requests up to the Chair to testify here. 

We would like to hear you, but it just cannot be done today. We 
would be happy to have you prepare a statement and file it with the 
committee, and it will be made a part of the record. 

As we close today’s labors, I want to say that the testimony has been 
rather broad and varied. You have indicated an extraordinarily 
wide difference of opinion. 

We have had testimony approving a self-help program and we have 
had testimony disapproving it. We have had testimony approving 
compensatory payments and we have had testimony disapproving 
them. 

There has been testimony for support prices at 100 percent of parity 
with controls and without controls, and there has been testimony for 
price supports at 90 percent of parity and at 75 percent of parity and 
even at zero—I believe one witness testified he did not favor any 
price supports. at all. 
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There has ben testimony in support of land rental proposals and 
testimony in opposition to it. So you people have given us a rather 
broad picture of the views here in Wisconsin, and, shall I say, and 
you have given us a job to do. 

We appreciate the presence of all of you. Iam particularly grate- 
ful to my colleagues, Mr. Johnson and Mr. Laird for arranging 
the hearing in Madison. I am grateful for the opportunity to appear 
in Madison and under the dome of this great capitol of this great 
State. 

I want to express my thanks to those who made the chamber avail- 
able to us for the hearing. 

I also want to express my thanks to the press and radio coverage of 
the hearing today. 

Unless there is something further from some members of the com- 
mittee, the committee will stand adjourned. 

Thank you one and all. 

(Whereupon, at 4: 40 p. m., the hearing in the above entitled matter 
was recesse 
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TUESDAY, NOVEMBER 15, 1955 


Unrrep States House or RepresENTATIVES, 
Datry SuBCOMMITTEE OF THE COMMITTEE ON AGRICULTURE, 
Wausau, Wis. 

The subcommittee met, pursuant to recess, at 9:30 a. m. in the 
Marathon County Courthouse, Wausau, Wis., Hon. Thomas G. Aber- 
nethy (chairman of the subcommittee) presiding. 

Present : Representatives Abernethy, Johnson, Jennings, Williams, 
Laird, and Dague. 

Also present: Representatives Van Pelt and O’Konski; George L. 
Reid, Jr., assistant clerk of the committee; Charles Figy, Assistant to 
the Secretary of Agriculture; and Ernest C. Betts, Jr., Assistant to 
the Secretary of Agriculture. 

Mr. Asernetuy. The committee will be in order. 

Mr. Lar. Ladies and gentlemen, we are very happy to be here in 
Wausau to conduct this hearing of the Dairy Subcommittee of the 
House Agriculture Committee. 

We first want to express our appreciation to Judge Bouleau for 
Jetting us use his chambers, which we understand is a real privilege 
for us, and we know it is, because he has never let out his chambers 
before; but, due to the fact that the county board was in session, we 
had to find some other place than the county board room, and for that 
reason we are meeting here in the circuit court chambers. 

Judge Bouleau was a former Member of the House Agriculture 
Committee, and for that reason he had a soft spot in his heart for our 
subcommittee. 

The committee is here at my invitation and the chairman has asked 
me to introduce the members of the subcommittee. 

First we have the chairman of the subcommittee, Hon. Thomas 
Abernethy, of Mississippi, who has been on the House Agriculture 
Committee for some 10 years, and is an outstanding Member of the 
House of Representatives. 

Congressman Abernethy, of Mississippi. 

The next member of the committee is a neighbor from the Ninth 
Congressional District, which borders the Seventh Congressional Dis- 
trict, who came on the House Agriculture Committee at the same time 
that I did, and we have worked very closely together on problems 
affecting the dairy industry in Wisconsin and throughout the Nation. 

I would like to introduce my friend, Congressman Lester Johnson 
from the Ninth Congressional District. 

The next member also came on the House Agriculture Committee 
the same time that Lester and I did. He is a member from the State 
of Virginia, the Honorable Pat Jennings, from the State of Virginia. 
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As to the members on the minority side, we have, from Pennsy]- 
vania, the Honorable Paul Dague, who is a Member of Congress from 
the great State of Pennsylvania, and who has served on the House 
Agriculture Committee for 10 years. 

Congressman Dague. 

Then from another dairy State, the State of New York, my friend 
and colleague, Bill Williams, who is a dairy farmer in New York. 

Friends, we are very happy to be here, and, without further ado, 
Tom Abernethy, our chairman, will take over. 

Mr. Asernetuy. Before we begin a call of the witnesses, I would 
like to say that it is certainly a privilege to come to Wisconsin, and 
particularly to the district of my good friend, Mel Laird. We do not 
come with the view of offering any magic that would eliminate or 
completely solve the problems that have been visited upon and ex- 
perienced by our farm folks, but we do come with a desire to be of 
assistance. We come with a yearning to learn of what the problems 
are and with the hope that we might pick up something that would 
be of help to all of us and to you. 

Now, we announced that we would start at 9:30. It is now 9:32, 
so we will get along with the witnesses. 

The first witness is Mr. John D. Wuethrich, representing the Cen- 
tral Wisconsin Cheesemakers Association, and he will please come 
forward. 

Allright, Mr. Wuethrich. 


STATEMENT OF JOHN WUETHRICH, PRESIDENT, CENTRAL 
WISCONSIN CHEESEMAKERS ASSOCIATION 


Mr. Wvernartcn. Is it customary, Mel, that I read this? 

Mr. ABERNETHY. Yes. 

Mr. Wverueicu. Thank you. 

Gentlemen, this statement is respectfully presented to your honor- 
able committee on behalf of the Central Wisconsin Cheesemakers and 
Buttermakers Association, of which I am honored to be president. 
Our association is made up exclusively of dairy plant operators, rep- 
resenting 220 members in central and northern Wisconsin, most of the 
members being cheesemakers. 

The Cheddar-cheese industry of Wisconsin finds itself in a deplor- 
able condition due primarily to the unrealistic support price given 
cheese as ee with the support price paid for spray, nonfat milk 
powder, and butter. ‘This crisis has existed since April 1954. 

The present price support. makes it impossible for cheddar cheese to 
compete with other dairy products, and being unable to fairly com- 
pete, the Cheddar cheesemakers of Wisconsin are confronted with two 
alternatives: Either they can pay the competitive price and ulti- 
mately go bankrupt, or they can pay what they can afford and lose 
their supply of nif 

Since April 1954, 11 cheese plants have closed in our area, due to 
this artificially created competitive situation. 

This situation has been carefully studied by experts of the Wiscon- 
sin Department of Agriculture and the University of Wisconsin De- 
partment of Agriculture, as well as a legislative committee, all of 
whom agree that the present-situation, if continued, will lead to the 
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altimate ruination of the cheddar-cheese industry in Wisconsin, which 
until recently represented 50 percent of the Cheddar-cheese industry 
of the United States. 

I might say that my own particular county, Clark County, just 
west of here, is, at the moment, the principal Cheddar-cheese-produc- 
ing county in the United States. We make more Cheddar cheese over 
there than any county in the United States. 

The Commodity Credit Branch of the United States Department of 
Agriculture claims that cheese is hard to dispose of. We respectfully 
call to the committee’s attention a recent deal whereby a large amount 
of nonfat milk powder was sold to Denmark for around 6 cents per 
pound. That would indicate that milk powder is not in too good a 
position when a sale like this is made to one of the principal dairy 
countries, at these distressed prices. Surely, Cheddar cheese could be 
<lisposed of at a better advantage than that. 

At our recent association convention, held in October of this year, 
a resolution was unanimously passed by the members, urging a redress 
of this great wrong that is being done the Cheddar-cheese industry. 

Similar resolutions were passed by other regional cheesemakers’ 
groups, as well as the State cheesemakers association. Without a 
known exception, the cheesemakers in Wisconsin feel that this admin- 
istration and especially the Commodity Credit Branch of the Depart- 
ment of Agriculture is not giving them fair consideration or treat- 
ment. 

The only hope we now have is for intervention by Congress of this 
committee. 

Presented herewith and made a part hereof is a comparison between 
butter, powder, and cheese, which I believe fairly shows the situ- 
ation as it is. 

We urge and recommend to your committee the following: 

1. A thorough study to be made to find means of disposal of cheddar 
cheese. 

2. That Cheddar-cheese support prices be raised at least 2 cents per 
ound. 

3. That due to the higher fat content and butter quality Cheddar 
cheese ee in Wisconsin, that Wisconsin cheese receive a premium 
over other cheese. 

We firmly believe that unless relief is given promptly, the market 
for a substantial amount of milk would be lost, and most of the Ched- 
dar cheesemakers will be out of business. This will further depress 
the dairy market by causing thousands of dairy farmers to put their 
milk into butter, spray, powder, and further depress those products. 

Now, we have the arithmetic down here. Shall we go through that, 
Congressman Laird ? 

Mr. Jounson. I think for the knowledge of these other members of 
the committe who are not from Wisconsin, I think if you told it in 
you own words—I heard Mr. Abernethy, when you first started talk- 
ing, he was wondering just what your difficulty 1s. 

Mr. Aserneruy. Let me see if I understand this situation. The 
law does not fix the support price on a particular dairy commodity. 

Mr. Wvernuercn. That is correct. 

Mr. Anernerny. It fixes the support price on dairy products, milk 
iand dairy products, at 75 and 90 percent of parity, and that level 
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thereafter is fixed by the Secretary of Agriculture, in accordance with 
certain standards and requirements and. computations that he has to 
make. 

Now, the support price on Cheddar cheese, or any other cheese, or 
any other dairy product, is thereafter supposedly fixed by the Secre- 
tary, I assume, on the relative value of that particular dairy product 
as related to whole milk; is that right ? 

Mr. Larep. To manufactured milk. 

Mr. AsErNetHy. To manufactured milk. 

Mr. Woeruricn. Right. 

Mr. Larrp. And what they use today is the historic basis, and I 
think that is where we have our difficulty on the cheese market today. 

That is. that we are making a historical relationship that is out of 
line in 1955. It may have been all right to use that type of formula 
back 7 or 8 years ago. 

Mr. Wuerrnricn. Yes. 

Mr. Larrp. But today we take 10.6 percent of the support figure 
for manufactured milk and we multiply 10.6 times the support level 
of manufactured milk and we come up with the support level on a 
pound of cheddar cheese. Now, that is for grade A cheddar—that 
is the support level. 

Now, manufactured milk at the present time, under the modernized 
parity formula which has been approved by Congress, the support 
level on manufactured milk is 80 percent. So they take the support 
level of manufactured milk, take the percentage of that, and that is 
the price of cheese. Now, powder and butter are figured on a cost- 
vial basis. 

Mr. Anernetuy. Let me goa step further right there. 

Mr. Jounson. To sum up right there, because of that support level, 
the cheese factory, if they pay on the profit basis, have to pay 20 
cents a hundred less than the butter factory ; is that not right ? 

Mr. Larrp. That is not what is happening to Wisconsin, but that 
is John’s point, I think. He finds that cheese factories are going 
down because of the comparative position—— 

Mr. Woerneicn. They can’t meet it. 

Mr. Latrp. That they find themselves in as far as butter and powder. 
Is that correct, John ? 

. Woerueicn. That is correct. 

We feel especially bad because we are in the principal cheese area 
“— through here. 

r. Lamp. May I ask one further question ? 

Mr. ABERNETHY. Yes. 

Mr. Larep. Yesterday, in response to a question by Chairman Aber- 
nethy, the counsel for the Wisconsin Cheesemakers Association an- 
swered this question in the affirmative—Congressman Abernethy 
asked him if this increase would be passed on to the farmer and 
Mr. Mooney answered that it would. 

Now, as I understand your brief and the position that the cheese- 
— have taken, not very much of that would be passed on to the 

armer. 

Mr. Wovetunicu. He is getting it now, Mel, actually. Because of 
the fact we are paying an unrealistic price for milk, in place of Ched- 
dar cheese plants charging a nickel for making, like he should be 
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charging, in many instances he is making it for 3 cents, and if we got 
a 2-cent raise, what ultimately would happen, these cheese boys would 
go out of the picture. 

Mr. Latrp. I got that point. 

Mr. Asernetuy. Your second recommendation is the support price 
on cheddar cheese be raised at least 2 cents per pound. Now, I think 
I am correct in saying that that price can be raised or lowered admin- 
istratively, according to the formula, the law. This is not a fault of 
the law. If there is any fault anywhere, it is not the fault of the 
law. Do you agree with that? 

Mr. Wouerricu. I agree. 

Mr. ABerNetuy. It is administrative. 

Mr. WoetricH. That is right. 

Mr. Anernetuy. I am not trying to lay blame on anyone in the 
Department. We are not responsible for the administration of the 
law. We have a responsibility legislativewise, as well as efforts to 
influence administration. 

Then the recommendation you make, you understand, if it is to be 
corrected, it must be corrected administratively ? 

Mr. WouernrrcnH. Yes. 

Mr. Anernetuy. That is the place for it to be done. 

Mr. Wvuetnrricn. I guess so. 

Mr. Aserneruy. That is all I care to ask. We want to go to some- 
thing else. 

Do you have another question ? 

Mr. Larp. I think I cleared this up with the Commodity Stabili- 
zation Service, and I have gone into this in some detail with them. 
I am in favor of an adjustment on this cheese support level, but 
John knows and Lester knows that our butter and powder people 
are giving Washington just the opposite point of view. 

Ts that not true, Lester? 

Mr. Jounson. Yes, I believe so. 

Mr. Larep. I think they are mistaken on it. 

Mr. Woeruricn. That is right. 

Mr. Larrp. But there has to be some adjustment. 

Mr. AnernetHy. May I ask this question: If the support price were 
raised on Cheddar, would it have to be absorbed by some other dairy 
product? Would they have to lower it on another 

Mr. Wouernrica. No; and it would mean little at the retail. When 
we had this drop on the cheddar cheese price, Congressman Aber- 
nethy, the cheese at the retail level dropped very little or none. Cheese 
is a product that is marketed with quite a substantial, let us say, 
margin. 

For instance, if you go to a retail store today and get good old 
cheddar cheese, even in the cheese area here, I suspect you would have 
to pay from 50 to 60 cents a pound. Now, a couple cents on cheese is 
not going to slow down consumption, in my opinion, and it would be 
a means of keeping an historic relationship. 

In other words, when this dairy program is all over with, we don’t 
want all these cheese plants closed up and nothing but butter, spray, 
and powder plants. We, in cheese operation, do not think the admin- 
istration of the commodity branch, or whoever is doing it, should 
put us out of business. That is our contention. 
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Mr. Jounson. Your contention is that at the support level you are 
getting, you cannot justify the price you are paying. 

Mr. Larrp. Compared with butter and powder, 

Mr. JoHNsON. That is your contention ‘ 

Mr. Wvuernurrcu. That is right. We can’t keep up our plants: We 
are living on past earnings, and with depreciation and so forth, ulti- 
mately we are going to have a breaking point here, and this thing 
will stop. 

Mr. Jounson. Is it your contention also, that if the cheese plants 
paid what they could, in accordance with the support level, the milk 
would go to other plants. 

Mr. Wvueruricn. That is right. 

Mr. Jounson. You are paying more than you should. 

Mr. Woerurrcn. To hold this milk. 

Mr. Asernetiy. Do you have anything further? 

Mr. Woueruricu. No; but our counsel, Mr. Railie, who does a lot 
of work for these cheese plants, I think, might further spend a couple 
of minutes to tell you about the financial situation. 

Mr. Asernetuy. You have a few minutes left. If you wish to call 
someone, you may do so. 

Mr. Larrp. I would like to state that John Wuethrich, president of 
the Central Wisconsin Cheesemakers Association, has recently been 
awarded the outstanding 4-H alumnus award in Wisconsin, and has 
a very fine record as a Holstein breeder and was recently given this 
highest 4-H award in our State. 

Mr. Aperneruy. We are delighted to hear that, and congratulate 
you, sir. 

Mr. Wvueruricu. Thank you. 

Mr. Railie, for the committee’s consideration. 


STATEMENT OF PAUL RAILIE, GENERAL COUNSEL, CENTRAL WIS- 
CONSIN CHEESEMAKERS & BUTTER MAKERS ASSOCIATION 


Mr. Rati. Mr. Chairman and gentlemen, my name is Paul Railie. 
For the past 14 years I have been general counsel for the Central 
Wisconsin Cheesemakers & Buttermakers Association, and for 12 
years prior to that time, prior to the last 2 years, I was general counsel 
for the State organization. 

As such, I help a great many cheesemakers in preparing their in- 
come tax returns and also in making the financial report to the state. 

I have interviewed at least 20 cheesemakers during the past 6 
months, each one of whom is losing money. 

In this territory, I don’t know a single Cheddar cheesemaker, if he 
figures his depreciation, figures a fair wage, is making any money 
whatever by producing Cheddar cheese. 

I anticipate, in all seriousness, that there will be a great many 
cheese factories that will be refused a license, because they will not 
be able this year to meet the standards required of the financial report 
to the State. The Cheddar cheese industry is in bad, bad straits. 

I appreciate that this is, as your chairman said, an administrative 
matter. I don’t see of any legislation that is going to help it, but 
we are appearing here today, hoping that you gentlemen, as Con- 
gressmen, may in some way intervene with the administration, aad 
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get some degree of relief for the Cheddar cheese industry. If not, 
Wisconsin will no longer be the State that produces half the Cheddar 
cheese of the world. It will produce very little, within a year or two. 

Thank you, gentlemen. 

Mr. AperNetuy. Any questions? 

Mr. Larrp. I would like to ask Paul one question. 

Mr. Apernetny. Mr. Laird. 

Mr. Latrp. You know, when I present this case to the Department, 
I think that the strongest argument that I have to meet—and you know 
I have had several meetings on this, Paul—is that in Missouri and 
Tennessee, some of the large cheese manufacturing organizations have 
gone in there and are paying a price for milk, manufactured milk, 
which is from 35 to 40 cents lower per hundredweight than the paying 
price for manufactured milk in Wisconsin. They are manufacturing 
cheese and receiving the same support level under our support pro- 
gram as the Wisconsin Cheddar industry receives if they sell some 
cheese. 

An increase in the price of cheese at the support level would increase 
the difference to the producer of the cheese in Missouri and Tennessee, 
but nothing would accrue to the farmer in those areas, because of the 
sales that they would be making. 

Now I think we have to present our case on a regional basis, because 
we are in a much different position. The butterfat content of our 
cheese is much higher than the butterfat content of Missouri and 
Tennessee cheese. 

Cheese production in those areas is increasing. 

Now, just this last summer, cheese production in Missouri went 
up 57 percent; cheese production in Wisconsin went down 7 percent, 
and cheese production in Tennessee went up terrifically during this 
last summer. 

Now, do you not think we should try to present this on a regional 
basis, because the dairy farmers will not receive benefits in those 
particular areas, will they ? 

Mr. Ranuz. No, I think not. 

I think that is very necessary. When people away from Wisconsin 
think of good cheese, I think it is almost fair to say they think of 
Wisconsin cheese, and Wisconsin cheese can be sold at a premium, 
and I think it is very important that we save this Wisconsin cheese 
industry. Most cheesemakers today are the sons or grandsons of 
cheesemakers, and, if these people are channeled into other lines of 
the dairy industry, or go out of the dairy industry entirely, it is going 
to be a great loss to the entire Nation, if we lose the Cheddar cheese 
industry, which has built the reputation for Cheddar cheese. 

Wisconsin, as you gentlemen know, has produced about one-half of 
the Cheddar cheese produced in the United States, and it is going to 
lose that high position shortly. If it does, if milk goes into other 
channels, the department is going to suffer. 

Mr. Apernetny. Is there anything further ? 

Thank you very much. 

Mr. Raum. Thank you, gentlemen. 

Mr. Aperneruy. We appreciate your appearance. 

The next witness is Mr. Hollis Sether. 

Mr. Ratu. Mr. Chairman, may I interrupt? 
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Mr. Wuethrich arranged to have some samples of our cheese brought 
here. May we present it? 

Mr. AserNetuy. I was going to say: How are we to know how 
good this cheese is, without having an opportunity to sample it? I 
was afraid you were overlooking that. 


STATEMENT OF NEIL DICKREL, SECRETARY, CENTRAL WISCONSIN 
CHEESEMAKERS ASSOCIATION 


Mr. Dicxren. My name is Neil Dickrel, Junction City, and I am 
secretary of the Central Wisconsin Cheesemakers Association. Con- 
— Laird and Congressman Johnson have been after us to 

o this. 

Mr. AserNetHy. Thank you sir. 

Mr. Dicxren. They had me a little winded here—excuse me—I am 
short of wind. 

I would like to present this on behalf of Congressman Johnson and 
Congressman Laird, and on behalf of the Central Wisconsin Cheese- 
makers Association. 

This cheese was made September 11, 1954, so it is good old cheese, 

Mr. Asernetuy. Thank you,sir. And from the way you seem to me 
so short of wind, there seems to be a considerable portion of it there. 

Mr. Hollis Sether. 

Mr. Dicxret. I heard somebody mention that good aged cheese is 
hard to get, but we brought it along. 

Mr. Asernetuy. Thank you, sir. 

Mr. Sether. 


STATEMENT OF HOLLIS SETHER, PRESIDENT, PORTAGE-WAUPACA 
COUNTY FARMERS UNION 


Mr. Serner. Mr. Chairman and members of the dairy committee, 
for the record, my name is Hollis Sether, Iola, Wis., president of the 
Portage-Waupaca County Farmers Union. I operate a 555-acre farm 
in Waupaca County. I produce about 120,000 pounds of milk a year. 

I had an increase of 22,878 pounds of milk in 1954 over 1952. This 
did not help my farm income, as I received $140 less, even with the 
increase. 

The income of the family farmer today is the lowest since 1930, while 
the operating expense is greatly increased. 

Here are a few examples: 

Gas, without the State tax, in 1950 and 1951 was 19.8 cents a gallon 
as compared to 21.4 cents a gallon in 1954 and 1955. —. 

Clothing is as high and higher in some instances. 

Taxes are 50 percent higher. 

A tractor in 1952 that sold for $1,400 today costs $2,200 and more. 

An autombile was $1,800 with just about everything on it in 1951. 
= the so-called low-price automobile costs $2,100 practically bare 
of extras. 

The farmers have taken a 25-percent drop in the price received for 
milk during the last 3 years, but the price of home-delivered milk hasn’t 
dropped accordingly. In fact, in some cases the price is the same, if 
not higher. 
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I know of one factory in Chicago where there is milk being delivered 
everyday. The deliveryman was complaining of not receiving enough 
pay for the work he was doing. One of the men at the plant asked 
what he had invested in the business. He said nothing—that his uni- 
forms were even furnished. He was receiving 10 cents a quart for 
delivering. The farmers at the time were receiving a fraction more 
than 6centsa quart. Total cost of the milk was 26 cents a quart. The 
processor was receiving 10 cents and he didn’t have the work of pro- 
ducing the product. Sure he had labor to pay and investments in 
machinery, and so forth, but think of the investments the farmers 
who produced the milk had, according to the moneys received by the 
producer and the processor. 

In 1951 and 1952, when hides sold for 5 cents a pound, shoes sold 
for $8.95. 

In 1954 you received three-fourths of a cent a pound for hides, if you 
were lucky, as some places didn’t even buy them at all, but still the 
very same shoes were priced at $8.95. 

I feel the only way we can get a fair price for our products, by that 
I mean income to level with operating expense, is by production con- 
trols with production payments of 90 percent of parity or more, to be 
paid direct to the producer. 

I also favor the reserve acreage plan. I know it has been said that 
farmers in dairy definitely do not want production controls, but it is 
my belief that this committee has been misled. 

In Portage and Waupaca Counties, of the petitions circulated— 
and I am sorry we didn’t have more time and solicitors of petitions, 
as I am sure that we would have gotten a lot more signers—there were 
436 signers in favor of production control with production payments 
as compared to none for the present farm program. 

This was not a picked group of farmers. The petitions were cir- 
culated with the intention of giving the farmers the opportunity to 
sign whichever program the individual was in favor of. 

The State count at the last tabulation was 17,736 signers. There 
were 17,652 signers in favor of controls as compared to 78 in favor of 
the present program. 

annot this be taken as a census for the farmers’ feeling toward 
production controls with production payments? 

In closing, I wish to express my sincere appreciation to the dairy 
committee for taking of their time to set up these hearings in order to 
pe these testimonies, so as to get the general opinion of the dairy 

armer. 

It surely shows the sincere interest our dairy committee has with the 
dairy situation. 

Thank you. 

Mr. Anernetuy. Mr. Sether—— 

Mr. Seruer. Yes. 

Mr. Anernetuy. The 2 ayes commodities which now have con- 
trols, go under controls beltwide, from one end of the belt to the other, 
by a minimum of two-thirds vote. Would you go a little further and 
indicate whether or not you think the committee should write into the 
law—if we should write such a law as you recommend—a provision 
that production controls should be submitted to the farmers in a belt- 
wide referendum, and that they have such a support only in the event 
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6624 of them so vote? Now, that is comparable to the so-called basic 
clause. Is your thinking in keeping with that. 

Mr. Setuer. Yes; give the farmer the right to vote on what they 
like. 

Mr. Asernetuy. If they voted down, the support price is only 50 
percent of parity. Now how do you feel about that ? 

Mr. Serer. If other things came down accordingly, I say it is all 
right, but not the way it is. 

Mr. Apernetuy. The law now provides for so-called basics. I do 
not think they are more basic so far as living standards are concerned 
than milk. The word “basic” is a misnomer. The law makes provi- 
sion for the commodities, wheat, corn, cotton, rice, tobacco, and pea- 
nuts. I do not think it is quite so applicable to corn, because it is not 
under quotas. They have quotas but no acreage allotments. It pro- 
vides that unless two-thirds of them vote for acreage controls, that the 
support price drops to 50 percent of parity. In other words, they will 
then have a program comparable to what the dairyman has today, 
that is, unlimited production, but their support price will only be 
50 percent of parity, whereas the dairy-support price is 75 to 90 
percent. 

Now do you think you will be better off in taking that chance, or do 
you think you will be better off in holding on to what you have? 

Mr. Seruer. I believe that there is no reason why they should go 
down as far as 50 percent. 

Mr. Asernetuy. If they vote it down, it goes down to that. If they 
vote down controls. 

Mr. Serner. Why should it? 

Mr. Anernetuy. I am not saying why should it. I am saying that 
is what the law provides. 

Mr. Larrp. That is the law on basic commodities. 

Mr. Asernetny. I come from the Cotton Belt. We are all under 
flexibles today. 

The only difference between the dairy law and the basic law is that 
the dairy people are supported at 75 to 90 percent of parity with no 
controls and the basics are controlled at 75 to 90 percent of parity with 
controls. 

Mr. Jounson. Is it not right 

Mr. AserNnetny. Wait just a moment. 

Now, if my cotton farmers vote down controls, that puts them on 
the same basis as the dairy farmer so far as unlimited production is 
concerned ; does it not? We can produce all we want. But they get 
only 50 percent of parity ; whereas the dairy farmer gets 75 to 90 per- 
cent of parity. 

Do you think you would be better off if you put yourself in the 
position of probably having controls voted down and winding up with 
only 50 percent of partiy? That would be a dangerous step; do you 
not think? 

One other thing—excuse me, Lester—now, you understand this 
proposition will be submitted in a referendum to the farmers in Con- 
necticut, New York, where Mr. Willims is from, Pennsylvania, where 
Mr. Dague is from, and Virginia, where Mr. Jennings is from, and 
so on— they all participate in this dairy referendum. Do you have 
any nie what the chances are of getting a two-thirds vote in those 
States ? 
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Mr. Seruer. I feel they are in the same position that we are, about 
the family-type farmers. 

Mr. ApernetHy. You feel they are. We cannot take a referendum 
among family-type farmers. We must take it among all of them. 
They will all vote. 

Mr. Seruer. It is your big farming, where they have got few acres 
and many cows, that are ruining the income for the family-type 
farmer. 

Mr, Apernetuy. Well, I understand that these eastern dairy people 
up in Connecticut and places like that, they are pretty small—I do 
not know. Maybe I am confusing the situation here. 

Mr. Jounson. I want to ask you, Tom: Have the cotton farmers 
ever turned it down yet? 

Mr. Anernetuy. No; they vote 95 percent for production controls. 

Mr. Jonnson. Have the wheat farmers? 

Mr. Apernetuy. I do not think so. 

Mr. Serner. According to the petitions circulated throughout the 
State it looks so. 

Mr. Asperneruy. It is much easier to cut back acreage than it is 
to cut back a. cow. 

Mr. Larrp. Mr. Chairman, may I ask a question along this same 
line. 

Mr. Apernetuy. Mr. Laird. 

Mr. Larrp. I know the position of your organization is for a manda- 
tory referendum and putting dairy ‘products under the basic law. I 
have always felt that it would be much better if we could first have 
an advisory referendum on marketing quotas, to just see where we 
were before we went ahead and took this minimum of 50 percent sup- 
port, because the dairy problem here in Wisconsin—we are a great 
producer of manufactured milk. Mr. Abernethy said, we heard the 
dairymen from Connecticut and thos eareas, and in Connecticut the 
average price of milk is quite a bit higher than it is in Wisconsin, as a 
matter of fact the av erage price of milk i in Connecticut right now is 
over twice the pay price in Wisconsin. 

Now those farmers will have the same vote as we do. If we have a 
vote in Wisconsin and get 100 percent vote for marketing quotas, 

e still have 500,000 other dairy farmers that will have a right to 
vote in the referendum, if we put it under the basic act. I am won- 
dering if you would not agree to go along with an advisory-type 
referendum before we took the big gamble that is advocated in your 
statement ? 

Mr. Apernetuy. A trial run, in other words. 

Mr. Seruer. Yes. 

Mr. Jounson. As I see it, the only disadvantage in a trial run is 
that everybody opposed to marketing quotas would be in there trying 
to discourage the farmers to vote age ainst them. 

Mr. Larrp. You are not so sure about putting this up to a manda- 
tory referendum ; are you ‘ 

Mr. Jounson. It is a matter of educational work before it could 
be put across. I do not know what is going on in other States. 

Mr. Seruer. Any more questions ? 

Mr. Aserneruy. Thank you, Mr. Sether. 

69970—56——17 








250 INVESTIGATION OF DAIRYING, 1955 


Mr. Seruer. Before I leave, I wish, on behalf of Waupacka and 
Portage Counties, to file the petitions. 

Mr. AsernetHy. You may leave those with the clerk right here. 

Mr. Harry Gullikson. 


STATEMENT OF HARRY GULLIKSON, A DAIRY FARMER, IOLA, WISs. 


Mr. Gutiikson. Mr. Chairman and members of the committee, for 
the record, my name is Harry Gullikson, of Iola, Wis. I ama State 
board member in the Wisconsin Farmers’ Union, and I own and oper- 
ate a 160-acre farm, producing about 200,000 pounds of milk a year. 

I favor production controls with production payments of not less 
than 90 percent of parity for the dairy farmer, because it would tend 
to curb further expansion of dairy production until such time that 
it would become necessary for the interests of the Nation. 

It would also eliminate purchasing of our dairy commodities by 
our Government, but, above all, it would balance our production to 
meet consumption. 

Certainly, it is the most logical way of protecting the interests 
of our family-type farmers who are now producing milk. 

I am told that only about 5 or 6 percent of our milk goes into 
surplus, but because of this we, the a are receiving from 
20 to 25 percent under parity for our milk. 

Certainly an ene reduction in milk by our producers in return 
for a fair price for what we do produce, would be far better than to 
go blindly on in a scramble for more production, in order to maintain 
a decent income. 

Another reason that I favor production control is that it would pro- 
tect the family farmer from the threat of what I call the factory-type 
dairy farms springing up within sight of our fluid-milk markets. 

These large corporation-type farms with several hundred milk 
cows on a few acres of land, right at the doorstep of our markets, are 
stealing the fluid-milk markets from the family-type farmers who 
are producing fluid milk. 

Whenever one of these operations gets into operation it means that 
more of our milk must be converted into other dairy products, thus 
reducing the price paid for fluid milk, and also adding to the national 
surplus. Certainly these types of operations cannot be for the best 
interests of the Nation, when fluid milk from our family-type dairy 
farms is easily available and in need of a market. 

Dairy farming is an industry that requires a great deal of invest- 
ment, experience, and long hours. It is a shame that many of these 
farmers are liquidated because of a condition that is beyond their in- 
dividual control. 

Therefore, I am firmly convinced that the only long-term program 
that would give the dairy farmer a fair deal and give our youth the 
courage ond confidence to make farming their career is by control, 
production control with production payments. 

I also favor the idea of reserve acreage with conservation practices 


for the producers of basic commodities, to assist them in an attempt 
to balance their production and also to give them the necessary in- 
come to maintain a decent standard of living. 

Besides that, it will build up the fertility of their soil for the future. 
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In closing, I want to thank this committee for the interest you have 
shown in our problem. I especially want to thank Congressmen 
Laird and Johnson for giving us the opportunity to testify before this 
committee and hope that by this testimony you will have the necessar 
information that you are seeking, so that you may be able to go bac 
to Washington confident that production control with production 
payments is in the best interests of the Nation, local merchants, labor, 
and industry, as well as of the individual farmer. 

I would like to add that in all cases, if production payments were 
due, it should go directly to the producer. 

Thank you. 

Mr. Asernetuy. Thank you, sir. 

Any questions ¢ 

Mr. Dacus. May I ask a question, Mr. Chairman? 

Mr. ApernetHy. Mr. Dague. 

Mr. Dacus. On production controls, how would you suggest that 
that be imposed, on pounds of milk or end products, or how? 

Mr. Gutxrxson. I think it should be based on the pounds of milk 
produced by the producer. This would give the producer an incen- 
tive to eliminate his underproducing cows. It would give him an 
incentive to feed better, and the better or more efficient he becomes 
the more money he would make. 

Mr. Dacur. Thank you. 

Mr. Apernetuy. Thank you very much, Mr. Gullikson. 

Mr. William Stanton will be the next witness. 

All right, sir. 


STATEMENT OF WILLIAM STANTON, PRESIDENT, FARMERS 
UNION, WOOD COUNTY, WIS. 


Mr. Stanton. Mr. Chairman and members of the committee, for 
the record, my name is William Stanton. With the help of my young- 
est son I farm 240 acres. 

At the present time we are milking 26 cows and we also raise a con- 
siderable number of dairy cattle. 

As president of the Farmers Union in Wood am is my priv- 


ilege to meet a lot of other farmers, not only in Wood 
over the State. 

Contrary to the articles and letters we read almost daily in our news- 
papers about how well the farmers are doing, I am sorry to have to 
report that from the information I have received from ake farmers, 
the farmers in Wood County, as well as other parts of the country, are 
in a bad condition. 

To cite my own case, for several years, as a sideline to farming, 
I ran a blacksmith shop. Two years ago, on medical advice, I closed 
my shop, but during the last year, I have had to reopen it in an attempt 
to keep our farming operations solvent. Much of the equipment 
brought to me for repairs should be in the junk pile, but these farmers 
cannot afford to replace it, and have to keep patching it, in order 
to keep going. Much of the work I do I have to put on my books, 
and when we realize that for years these same farmers were my cash 
customers, it is very indicative of the farmers’ plight. 


ounty, but all 
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Last June I spent 1 day trying to contact farmers in 2 adjoining 
townships. I was amazed at the number of them that had to take out- 
side jobs in order to support their families. A farmer in that com- 
munity told me that 50 percent is a conservative figure of the farmers 
thus engaged, and these are some of the best farms in the county. 

I, and the farmers I represent, believe in the acreage reserve spon- 
sored by the Farmers Union, and later accepted by other farm groups. 

Regarding our petitions, we have only one local in Wood County. 
We did not canvass anyone, but laid the petitions in places of business 
for farmers to sign or not to sign, as they saw fit. 

Of the petitions that I set out, I obtained 79 signatures in the town 
of Arpin, which is an indication of the number we could have obtained 
had we had the time and the means to have canvassed the county. 

From information I have received, the National Farm Bureau is 
against this bill. 

I wish to report that several of the signers of the petition are Farm 
Bureau members. 

Altogether we received 135 signers for the 90 percent of parity, in 
Wood County, and no signers for the 75 percent of parity. 

In conclusion, I wish to thank the members of this committee for 
giving their time to these hearings, and giving our farmers the chance 
to state their own case. 

I thank you. 

Mr. Asernetuy. Any questions? 

Thank you very much. Do you wish to leave that envelope with the 
clerk? 

Mr. Sranton. Yes. 

Mr. Asernetuy. Mr. Clarence Mielke. 

All right, sir. 


STATEMENT OF CLARENCE MIELKE, PRESIDENT, MARATHON 
COUNTY FARMERS UNION 


Mr. Mrevxe. Mr. Chairman, and members of the Agriculture Sub- 
committee, for the record, my name is Clarence Mielke. My address is 
Route No. 1, Warsaw, Wis. I am president of the Marathon County 
Farmers Union. 

I am happy to welcome you to Marathon County and appreciate the 
committee taking time off to hold these hearings. 

We do grassland farming, have a herd of 40 dairy cattle, milking 
about 25 cows, so we depend on dairying as our main income, as most 
farmers in Marathon County. 

Under the present Benson sliding-scale dairy program, our income 
is too low to buy the supplies and equipment necessary to carry on 
farm operations and support the farm family, to say nothing about 
those things we would like to buy to make work easier for us on a farm. 

For example, 1 farmer increased milk production 12,000 pounds 
in 1954 over 1953 but received $400 less money. 

Another farmer bought his tractor when milk was selling at $4 per 
Se for $1,050. Now, when the milk price is about $3.10 
per hundredweight, this same tractor is priced at $2,765, not including 


the recent 7-percent increase in farm equipment prices. 
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Therefore we farmers definitely want and need a dairy program 
giving us parity of income, or at least 90 percent of parity, until 
different means could be found to get full parity. 

Farmers expressed their willingness to accept production controls 
when 420 farmers have signed petitions in this county agreeing ta 
accept marketing controls through marketing quotas if Congress will 
assure us parity of income, or at least not less than 90 percent of parity. 
Only one farmer signed the petition supporting the present sliding- 
scale program. This fairly well speaks for all farmers throughout 
this county. 

Under present conditions, many farmers having debts, must pay 
interest or are forced to sell out. In many cases farmers are forced 
to work in Warsaw to make ends meet. This leaves the farmer’s 
wife at home alone to clean the barn and do other chores, thus ruining 
her health, which usually shows up later in life. 

Under the present farm program, there is no opportunity of youth 
to start or stay on a farm. Farm youths do not have the opportunity 
that youths of other classes of society have, thus they leave the farms, 
leaving the aged parents on the farm to either do what they can or 
sell out. Farms are sold in one block or partials, whichever way they 
bring the most money. 

These conditions are wrecking our family-type farms, which are 
necessary to preserve our democratic form of government. 

The people I represent also favor the acreage allotment plan. 

This concludes my testimony, and I herewith wish to file these 
petitions. 

Mr. Asernetrny. Thank you very much, Mr. Mielke. 

Mr. Grant Pope. How are you, Mr. Pope? 


STATEMENT OF GRANT POPE, A DAIRY FARMER OF TAYLOR 
COUNTY, WIS. 


Mr. Porr. My name is Grant Pope, and I farm in Taylor County. 
I haven’t wrote up anything like the rest of these fellows have, 
because I didn’t have the time, and I thought I would come in here 
and let you know what I think. 

I belong to the Farmers’ Union in Taylor County and am president 
of the local of the county. I am here to testify that we, as dairy 
farmers, cannot make a go of it without a little more money for what 
we produce. We’ve got to have more money if we want to stay on 
the farm. 

I farm 270 acres, and it is all under plow. I can’t keep a hired 
man because it costs me too much money. I milk 35 cows, and I am 
doing it allalone. I have a wife that can’t help, and I milk those cows, 
and it is just too much work for one man. 

If I would hire a hired man, I would pay $150 a month and board 
and washing, and I just can’t make it out of the farm, so I have to get 
along alone with what I got. 

I think, as far as the committee is concerned, that something should 
be done to help the family-sized farm, because they are moving off 
one after another, and there are so many farmers up there in Taylor 
County that are just waiting to get on social security. They are old 
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and can’t farm any more. As soon as they get on social security they 
are going to quit farming, and the farm is going to lay there. 

No young farmer can afford to go and start on that farm, because 
it isn’t in the cards. They just can’t make it go. There is nothing to 
make it goon. Everything is too high priced, and what we are going 
to do about it, that ena be something, I believe, for the committee 
to decide that. That is hard for the farmers to decide. But, as far 
as a young fellow starting on the farm, folks, it just isn’t there. 

We have had a lot of these GI’s go out there and they bought farms, 
but they are moving off. They just can’t make a go on the farm. 
They can’t stay there. They have to move off. 

The biggest trouble of it is that the Government backed them for 
half of that money that they put in that farm. Who is going to pay 
that bill? I think that the farmers there and the rest of the people 
have to help pay for that. 

I think there is something wrong with Ee there is something 
wrong with the situation and, as far as getting 75 percent of parity 
folks, we can’t work on that. Nobody can work at 75 percent of 
parity. It just isn’t in there—it just can’t be done, unless we work just 
for nothing and we just can’t work even for our health. It isn’t 
healthy to work like that any more. 

Iam sorry I didn’t have anything wrote up. I just didn’t have time. 

I want to thank you folks for letting me come up here, and listen 
to me, what I have to say. 

Mr. AperNeTHy. You need not make any apology at all for not 
having your statement in writing. 

Mr. Latrp. It was a good statement. 

Mr. Asernetuy. I think you made a good statement, and I think 
you have been more impressive in that you did not have it in writing. 
I know what you said you said it from your heart and you feel it 
deeply. We are glad to have had the opportunity to come here, and 
we are glad to have had the opportunity to hear you. 

I would like to ask you a question. 

Is your farming situation getting worse or has it leveled off? I 
hear talks occasionally, and read a little something, that the farming 
economy is leveling off. What is happening in your own operations, 
in your own neighborhood ? 

Mr. Porr. In my own operation and my own neighborhood, it is 
getting worse. 

Mr. Azernetuy. Getting worse? 

Mr. Porr. Yes. The little money we had saved up when times was 
good we are using to carry us over. How long it will last, I don’t 

now, : 

Mr. Apernetuy. Yes, sir. 

Mr. Porr. When the boys in my county knew I was coming over 
here, they come over yesterday—I think there was 37 of them, and 
signed that petition for 90 percent of parity. 

= ABERNETHY. With production payments and production con- 
trols. 

Mr. Porn. May I file these ? 

Mr. Apernetuy. That is, with production controls? 

Mr. Porg. That is right. 

Mr. Asernetuy. They understand production to be controlled—— 
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Mr. Porr. And these boys come over by themselves and they took 
their own time to come over to my place. It is an open house for 
them, I guess. I didn’t tell them or call them. They knew I was com- 
ing here today and they came over and signed that petition so I would 
have a petition. 

Mr. Apernetuy. How long has it been since your farming opera- 
tion profitwise was a satisfactory operation ? 

Mr. Porr. Oh, 4 or 5 years. 

Mr. Asernetuy. And it has been going down since? 

Mr. Porr. Oh, yes. I have been going backward. 

Mr. ApernetHy. How long have you been farming? 

Mr. Por. 59 years. 

Mr. ABERNETHY. You love the farm, do you not? 

Mr. Porr. That is all I know. 

Mr. Asernetuy. That is right. 

Mr. Porr. I can’t keep my boys on the farm. There is nothing 
there. They said, “Dad, you worked all your life. You haven’t any- 
thing. The little you got you can’t live on. Why should we stay on 
the farm and do the same thing you are doing?” 

They just have gone off. One went to the Army and is there for 
good, and the other is going to school. 

Mr. Anernetuoy. Any questions from the committee? 

Thank you, Mr. Pope. 

Mr. Porr. I want to thank the committee. 

Mr. ApernetHy. We appreciate your being here. And you may 
give that petition to the clerk. 

Mr. Neal Peck, of the State grange, please. 


Mr. Honers. May I file these? 

Mr. Apernetuy. I believe you have a petition you desire to file 
for the Farmers Union. 

Mr. Hones. Some of the county farmers’ unions, yes. 

Mr. Apernetuy. We thank you for your appearance here this 
morning. 

Mr. Peck, I believe you have some witnesses to follow, do you not? 


STATEMENT OF NEAL PECK, A FARMER, PESHTIGO, WIS., AND 
PAST MASTER OF WISCONSIN STATE GRANGE 


Mr. Peck, No, I do not have any. 

Mr. Aserneruy. All right. You may have a seat and we will be 
delighted to hear you. 

Mr. Peck. Mr. Chairman and gentlemen of the committee, my 
name is Neal Peck, and I live in Marinette County, and I am a past 
master of the Wisconsin State Grange, and today I am representing 
that organization. 

Delegates attending the annual State grange meeting 1 month ago 
went on record as favoring a flexible parity program over a rigid 
parity of any form. 

We believe that rigid parity will lead to rigid production control 
for the dairy industry. 

We were led to this conclusion by the fact that the Congressional 
Record of May 5, 1955, page 4931 carried a statement by a prominent 
member of the Committee on Agriculture, of the House of Repre- 
sentatives, and I quote: 
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I have never heretofore favored and never shall hereafter favor high support, 
on the unlimited production of any commodity. Whenever the dairy farmer is 
willing to accept some sort of control of production, I certainly will be very 
much interested in trying to work out a program or in assisting in working out 
a program in their behalf. 

We do not believe that a production-control program for the dairy 
industry is practical. Dairying is much different than other basic 
farm crops, which can get back into full production in 1 year’s time. 
This is not true in the dairy industry. Production control, should it 
be by the number of pounds of milk produced, or any other methods, 
would mean, we believe, in destroying dairy animals. This in turn 
would mean that it would take several years to get back to normal 
production. 

Production control would, we believe, hurt the small-family-sized 
farm, dairy farm. 

Milk is nature’s most perfect food. It and the manufactured prod- 
ucts made from it are important to the health and welfare of this 
country. 

With increases in population that are taking place and the fact that 
large numbers of our citizens are not consuming the amount of dairy 
products that they should, if these products were more readily avail- 
able, makes it, we believe, necessary to maintain the present level of 
production. 

More emphasis should be placed on distribution, by eliminating 
marketing barriers between States and between communities. 

A fixed price-support program for dairy products in the past priced 
these products out of the market and into Government warehouses, 
as surpluses and, no doubt, it will do so again. 

The large amount of dairy products held by the Government has 
had a depressing effect on the market, and, as these surpluses dis- 
appear, prices have become stronger. Therefore, great care should be 
taken not to adopt a program which will again fill Government ware- 
houses with dairy products. 

We believe that the place for dairy products is on the family table, 
not in warehouses. We realize that farmers in general, and the dairy 
farmer in particular, is now at a great disadvantage due to the fact 
that the cost of things they must buy to carry on operations has been 
and still is steadily increasing, while, on the other hand, the prices of 
the products he produces have been decreasing. 

We believe that one of the best ways to adjust this unbalanced situa- 
tion would be for other economic groups to realize that farming is an 
essential part of our national economy and it is to their advantage to 
cooperate by declaring a holiday on wage and price increases. 

I want to thank the committee for the privilege of addressing you, 
and that is the conclusion of my testimony. 

Mr. Asernetiy. Mr. Beck, without any criticism, I want to correct 
what I think is one error in your statement. 

You stated that rigid price supports on dairy products was respon- 
sible for the surplus. 

Now, that may be partially correct, that the price support fixed at a 
certain level might have been responsible. But, apostle as I under- 


stand, dairy products have never been under a rigid system of price 
supports. They have always been under flexibles. 
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It could be that the level at which it was fixed might have con- 
tributed to the surplus, I don’t know. But dairy products have never 
been under a rigid support system. 

I think there is some misimpression that is going around that some 
segments of agriculture are against others and others against others, 
and some of us, as Members of Congress, oppose other sections getting 
this and they oppose us getting that, and so on. 

I would like to point out right here, the distinction between the 
program for the so-called basics and for dairy products today. 

Both of them are under flexibles, but I have had some of my 
friends—and I have a lot of dairymen in my district, some of my 
dairying friends seem to feel that the basics have an advantage over 
dairying. Let us see. 

They are both under flexibles. They are both supported at 75 to 
90 percent of parity. 

Dairying is in without controls, but basics have controls. Now, 
which is the more liberal ? 

Mr. Peck. Dairying without controls. 

Mr. AnernetHy. That is right. I appreciate your response to that 
question. 

All right, sir—that is all. 

Mr. Jenninos. I have a question. 

Mr. AsernetHuy. Mr. Jennings. 

Mr. Jenninos. I believe you referred to your group favoring flexi- 
bles over rigid high supports. 

Mr. Peck. That is right. 

Mr. JenntnGs. Do you consider 90 percent high ? 

Mr. Peck. Well, this was based on the fact that anything that would 
bring about rigid controls, regardless of whether it was 90 or 100 
percent, was based on the fact that anything that brought out rigid 
controls, that is what my organization was opposed to, that was the 
basis on which the vote was taken, anything that would bring about 
rigid controls. 

Mr. Jenntnes. Now, my question was: Do you consider a 90 per- 
cent support price as high ? 

Mr. Peck. No, I don’t. 

Mr. Jennines. Thank you. 

Mr. Peck. However, if I can make another statement, when I, in 
the beginning here, when I referred to rigid production controls, it 
was entirely for the future, and I said a fixed-price control support 
program for dairy products in the past had priced these products out 
of the market, where it was fixed—it was fixed. 

Mr. Apernetuy. It was fixed at a figure, it was not permanently 
fixed. 

Mr. Peck. That is right. That is what I referred to here. 

Mr. Jenntnes. Mr. Chairman, what I wanted to correct, was this 
90 percent support prices. I cannot see why 90 percent is a high 
support figure. 

Mr. Anernetuy. Anything further, gentlemen ? 

We certainly thank you, Mr. Peck. 

I would like to say before you leave, that we are very ae? 
favored with the appearance of your fine president of the Grange, 
in Washington, and we are always glad to have the testimony from 
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you people of the Grange. While we are on that, I might say that 
one of these days we are going to take extreme pleasure and hear 
testimony from all the farm organizations, where they agree, so we 
will not have to referee between you folks. 

Mr. Peck. I hope so. That-is my ambition also, Mr. Chairman. 

Mr. Avernetuy. Mr. A. H. Brawner? Is that the name? 

Mr. Ben Hylkena? 

Mr. Eugene Lehrmann. 

Mr. Latrp. Maybe they are not here yet. 

Mr. Apernetuy. Maybe they have not come in yet; have they? 

Mr. Larep. Oh, yes; here they are. 

Mr. Apernetuy. You are Mr. Whom? 

Mr. Brawner. Brawner. 

Mr. Asernetoy. Brawner. You have two other witnesses with 
you, Eugene Lehrmann and Ben Hylkena. Are they here? 

All right, sir. 

Mr. Brawner. Mr. Chairman and honorable Congressmen, friends 
of the farmer 

Mr. Apernetuy. Just one minute. 

I have asked Mr. Laird to make a statement, so that those in the 
room would know what this testimony is about. Incidentally, this 
testimony was arranged by and through Mr. Harold Cooley of North 
Carolina, the chairman of the full committee. We will hear from 
Mr. Laird briefly. 

Mr. Larrp. Mr. Chairman, the chairman of the full Agriculture 
Committee was interested, while we were in Wisconsin, that we take 
some testimony on the Schain butterfat test, and as most of the 
farmers in the courtroom know, there are several tests that have been 
developed, with the use of different reagents. This is a newer test. 
We have had a lot of correspondence on this test. Mr. Cooley re- 
quested that while we were in Wisconsin we take some testimony 
on this particular test. That is why we are having this testimony 
here today. 

Mr. Asernetuy. Mr. Brawner. 


STATEMENTS OF ALOY H. BRAWNER, BEN HYLKENA, AND EUGENE 
LEHRMANN, VOCATIONAL AGRICULTURAL INSTRUCTORS 


Mr. Brawner. Mr. Chairman, Congressmen, and friends of the 
farmer, for the record, I am Aloy H. Brawner, the agricultural in- 
structor who introduced the Schain reageant test in Wisconsin. 

Thank you for the opportunity to appear in the interests of dairy- 
ing at this subcommittee hearing. 

I am appreciative of the interest the House Committee on Agri- 
culture has already indicated in the Schain test, and of this evidence 
of continuing interest. 

The dairy farmers of our Nation have great faith in you Con- 
gressmen meeting here today. I am confident that each of you will 
continue diligenty in aiding these farmers with their problems, and 
especially in helping them delevop high-producing herds through 
milk testing and production records. 

Dairy farming without individual production records is like driv- 
ing a car with the overdrive locked up; yet, after 65 years of testing, 
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which includes 25 years of classroom instruction, assisted by Federal 
funds, the lamentable fact remains that only about 5 percent of the 
Nation’s milk cows are tested regularly. 

This is due principally to the costly equipment required for, and 
the very nature of the Babcock test, which does not lend itself to on- 
farm testing. 

Without individual production records, on the herds, the owners 
of approximatley 90 percent of the dairy cows of this Nation, are 
forced to keep more cows, in order to meet their operating costs. 

This results in putting more milk on the market already reported 
as being laden with surpluses, and it increases the dairy farmer’s 
labor costs. 

For the first time in the history of dairying, dairymen now have 
the opportunity of safely and accurately testing their milk for butter- 
fat content at home, by the simple and economical Schain method. 

With many dairy farmers being reduced to depression status, now 
is the time to help these farmers help themselves to greater profits, 
through evaluation of their cows by production records, through their 
Schain tests. 

The recommendation of this subcommittee could go far toward 
enlisting Federal agencies, the dairy science groups, Extension 
Service, vocational-agricultural departments, farmers’ organiza- 
tions, and dairy plants, in an all-out effort to show the dairy farmer 
first, that fewer cows, but all high producers, mean greater pres 
second, that a continuous testing program will aid in building a 
profitable herd ; third, that the Schain reagent test is especially adapted 
to onfarm testing. 

A vocational-agricultural instructor enthusiastically wrote me some 
time ago, if our vocational-agricultural boys can put rat control pro- 
grams in, eradicating rats in the township, I don’t see why we cannot 
with the same amount of effort completely eradicate the poor-testing 
cows. 

Briefly, my experience with the Schain test reagent began in 1952. 
as vocational-agricultural instructor at Cornell. After reading in 
the Dairy Science Journal of the discovery by Dr. Schain of this 
reagent method, I wrote asking him for an opportunity to do some 
comparisons with the Babcock method. 

Dr. Schain complied by sending some of the original detergent, with 
a stipulation that comparisons be made and copies sent to him. 

The good news of the Schain test spread at county-agricultural 
council meetings, district conferences and the State conference of 
vocational-agricultural instructors, 

Additional requests by vocational-agricultural instructors were sim- 
ilarly honored by Dr, Schain. 

Comparisons and testimonials revealed results in keeping with 
the findings of Virginia Polytechnic Institute, Massachusetts Insti- 
tute of Technology, University of Saskatchewan, New Jersey Dairy 
LaDorse e and others, so there is no question as to the accuracy of 
this test. 

Within the past year, in Wisconsin alone, 170 of 300 vocational- 
py Sema departments have used the new test, not only in the 
laboratory, but with adult farmers, testing at home. 

And, in testimony whereof I submit this map of our State of Wis- 
consin, showing the departments marked in red that are using the 
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Schain reagent milk test, and in further substantiation of the dots on 
the map, here is a roll of purchase orders and reorders, although it 
is a rather crude one, rather crudely improvised, but it is a roll of 
purchase orders from the vocational-agricultural departments in the 
State of Wisconsin, orders and repeat orders, proving as Mr. Marvin 
Erdmann, vocational-agricultural instructor at Baraboo recently said, 
beyond doubt, “The Schain reagent definitely has a place in the class- 
room as well as on the farm; it is here to stay.” 

You will notice on the map from Fort Wayne to Beloit, from Aleoma 
over to Prescott, and departments in between, agriculture departments 
are regularly using this material. 

Further reagents went out yesterday to Prescott, to Gashin, to Bed- 
ford, and to Cedar Springs, Mich. 

I will take time here, if I may, to read a letter from Mr. Hugh 
DeVoe, Instructor, Medford City Schools. 

Dear At: Send 10 gallons of Schain reagent as soon as possible. 

Started testing this past month and find the tests very satisfactory. 
there are other agriculture men here who have further testimony on 
this. I will turn the rest of the period over to them, 

I thank you. 

Mr. AnernetHy. Would you like to introduce the next witness. Is 
the witness here? 

Mr. Hytxena. Mr. Chairman, Honorable Congressmen, friends of 
the farmers, in the past years, one of the difficulties in promotion of 
herd testing in our agriculture departments was the difficulty in get- 
ting farm boys to continue their testing program after they started it. 
The job was made complicated, and often discouraging, because it 
involved the use of sulfuric acid, which is a hazard to be working with. 

I welcome the change from sulfuric acid to another chemical or 
reagent, which made easier the work involving milk testing. 

A change to the use of the Schain test has brought about a marvelous 
change in the dairy herd testing attitude. 

Whereas before, milk testing was a chore, and farm boys could not 
keep at it long enough to determine what their cows were producing, 
now finds, after 2 or 3 and even more years, they have records, and are 
doing a fine job of culling their herds. 

I believe if this type of testing would be recognized as a way of 
testing, you would find more farmers doing the actual testing at home. 

I admit home testing cannot replace county or district milk testers, 
who take samples and make records officially. 

I do believe, since the process of testing can be made more simplified, 
with just as accurate results, departments of State agriculture and 
bureaus of science should recognize the Schain test as a practical test. 
Vocational teachers, runing testing programs in high schools of the 
State will voice the same opinion, concerning the Schain test. I for 
one will go on record in stating it will promote dairying in Wisconsin, 
and eventually make it possible for more dairymen to determine what 
cows are the low producers and cut out the low producers which are 
probably forming our surplus. 

Thank you. 

Mr. AsernetHyY. Do you have a further witness? 

Mr. Brawner. He no doubt will be here at 11. 
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Mr. Lairp. I would like to ask Mr. Brawner several questions in 
regard to this Schain method. 

As you know, the Babcock method, when it was developed at the 
University of Wisconsin, was turned over for the use of all dairy 
farmers, with no royalties, no patents, and it was turned over for the 
free use of the dairy industry. 

Now, as I understand it, the Schain method, there have been patents 
applied for and there are royalties paid. Is that true? 

Mr. Brawner. It is patented. I don’t know about the royalties. I 
assume that there are. It is patented, in order to protect it. It has 
been taken apart, some things left out, other things put in, and gone 
out as another test, which hasn’t proven satisfactory. 

Mr. Larrp. All the other methods developed for testing have al- 
ways been turned over to the dairy farmer to be used throughout the 
country, and I know the advantages of the Schain test, particularly 
as it applies to schools and places where the other methods ruin 
clothes and certainly cause a lot of difficulty, as far as the people that 
are using them are concerned. 

But there is a question in the mind of the committee, whether we 
can ever make a recommendation as has been requested, in view of 
the fact that this is a patented method. Royalties are being paid on 
the particular method and whether we get in the position where we 
can make a recommendation. I would seriously question it. I think 
we would have to give it a lot of thought. 

Mr. Brawner. I appreciate your stand there, and your position 
there, Mr. Chairman. 

Mr. Apsernetuy. Is this test used rather extensively about the 
country now? 

Mr. Brawner. Other than Wisconsin, do you mean? 

Mr. Apernetuy. Yes, sir. 

Mr. Brawner. I would say not extensively as yet. The purpose 
was, as Babcock was a Wisconsin man, as we all know, and Wisconsin 
fostered the Babcock test, it would be appropriate for Wisconsin to 
also pioneer in this test. 

Mr. ApernETHY. When was it developed ? 

Mr. Brawner. In 1952, was when I first heard of it. 

Mr. AnerneTuy. Now, I believe you said you have one other wit- 
ness, Mr. Lehrmann ? 

Mr. Brawner. Mr. Lehrmann. 

Mr. Witt1ams. May I make a statement? 

Mr. Asernetuy. Mr. Williams of New York. 

Mr. Wiiu1ams. Ladies and gentlemen, naturally I am interested 
in any modern development of anything that pertains to dairy prod- 
ucts. 

But, for your information I would just like to say to you that Milton 
B. Babcock, one of your former distinguished dairy educators, came 
from the State of New York, from Oneida County. 

His farm, an old farm and old home, borders my home farm now 
located in Oneida County. He came here to Wisconsin as a very 
young man and connected himself with your great university, and 
there personally developed this great Babcock test, milk-butterfat 
test, and he gave it freely to the dairy industry of this great Nation, 
without any compensation of any kind. 
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I think it was a great contribution by a man interested in a great 
dairy industry and the future of it. We recognize, of course, like 
many other programs that science daily develops, have new and more 
modern methods, but I do want to say to you that New York State, 
the Holstein Breeders’ Association of New York State, in memory 
and in honor of Mr. Babcock, erected a fine monument on the old home 
farm in Oneida County. 

I just wanted to tell you people that because we in New York State 
are proud of Professor Babcock, and his contribution to the great 
dairy industry. 

Thank you, Mr. Chairman. 

Mr. Aserneruy. Has Mr. Lehrmann come in? 

Mr. Leunrmann. Right here, sir. 

Mr. Aserneruy. Before Mr. Lehrmann goes on, I would like to 
announce and present another valuable member of the Wisconsin 
delegation. 

It was my privilege to enter thy Congress at the same time he did, 
which was about 13 years ago, or 12 years ago—12 or 13, my arith- 
metic is bad this morning—and I want you to particularly note that 
we have seated him on the Democratic side in order to maintain our 
majority this morning, even though he is a Republican. Mr. Alvin 
O’Konski. 

We are very glad to have him, and I might say he is a good Repub- 
lican, too. 

All right, Mr. Lehrmann. 

Mr. Lenrmann. I think perhaps the reason that I would like to 
appear before this committee is to tell you that we, in vocational agri- 
culture, have welcomed this new change as far as the testing of milk 
is concerned. 

We too feel that the sulfuric-acid method of testing milk certainly 
has proven to be very satisfactory and very helpful as far as the dairy 
industry is concerned. However, in this new method of detergent 
testing, we have found a way in which we can satisfactorily measure 
the butterfat test of milk and use it in a much safer manner as far 
as our students are concerned, 

This detergent method has been checked in our department of vo- 
cational agriculture very carefully, and we find where students use 
the same amount of, oh, carefulness, that — would use in preparing 
the sulfuric-acid test or Babcock test, they have satisfactory results. 

We have been using it now for a period of 3 years, in determining 
the butterfat of the cows tested in our vocational agriculture depart- 
ment, and have found very accurate results. The students themselves 
have said that they eeaiaeh go back to the sulfuric-acid test unless 
they were forced to, because they prefer this method. 

I do not say that it is any easier to do because it requires the same 
degree of accuracy, and they have to be just as careful and prepare 
the sample just as accurately as they did before, but it*is much safer 
and there is not the loss that comes to a boy in handling acid when 
they handle this detergent. 

Outside of that, we have been very happy with it, and we feel that 
certainly, in working with students, it is just as accurate, and eventu- 
ally we feel that it will be replacing, as far as our type of program 
is concerned, the acid-type of testing. 
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Mr. AserneTHy. We appreciate your statement, Mr. Lehrmann, 
as well as the statement of the other gentleman, who is there at 
the desk. vey 

This question occurs to me: I wonder if it would be within the 
province of a congressional committee, to make a recommendation 
as to which method of testing a particular industry should use. 

I wonder if you do not agree with me that that recommendation 
should come from the organizations within the industry, instead of 
from a congressional committee. 

Mr. Lenrmann. I see your point, certainly, and I think that the 
record here is merely to point out the value of this type of test so that 
you gentlemen, as our Representatives, will be aware of what is hap- 
pening in the industry. 

Mr. ABERNETHY. I see. 

Mr. Lenrmann. I think many times some of these things go by 
the board because the old is satisfactory, and in the industry it 
probably is quite usable. 

We find, as far as working with students though is concerned, that 
this detergent type of testing is more satisfactory, simply because 
it is much safer—and you can appreciate our interest in safety, I am 
sure. 

Mr. AperNETHY. Sure, definitely. Any questions from the panel? 

Do you have anything further, any of you? 

Mr. Brawner. Nothing further. 

Mr. AsernetHy. We are very grateful for your appearance, and 
thank you very much. 

Mr. Brawner. Thank you. 

Mr. Hytxena. Thank you. 

Mr. Lenrmann. Thank you. 

Mr. Asernetuy. Mr. Lauren Behnke ? 

Mr. Raymond Rehwinkel? 


STATEMENT OF RAYMOND REHWINKEL, A DAIRY FARMER, FROM 
MERILL, WIS. 


Mr. Reuwinxev. Gentlemen of the committee, my name is Ray- 
mond Rehwinkel, my address Route 1, Merill, Wis. I own and 
operate a 320-acre dairy farm, of which about 110 acres are under 
cultivation. 

My farm is located in the town of Corning, Lincoln County. 

I wish to state to you gentlemen that I am opposed to the principle 
of high Government price supports, and that I oppose a return to 
high supports for dairy products because : 

1. High supports discourage normal marketing, bring inevitable 
controls, and ultimately enslave the farmer rather than assist him. 

The dairy industry is a good example. Under 90 percent of parity 
prior to April 1, 1954, the CCC holdings of butter and cheese con- 
tinued to increase, but after supports were dropped to 75 percent of 
wee and the industry put on a nationwide promotion effort, and 
thereby improved marketing, it has been able, by this more realistic 


pricing, to oe of current production plus a considerable amount 
of the CCC holdings. 
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True, there was a moderate decline in milk prices, but today the 
dairy industry is in a more favorable position than are corn, wheat, 
and cotton, all of which are still under 90 percent support. Surely, 
in view of these facts alone, it would be shifting progress into reverse 
to return high Government price supports to the dairy industry. 

_ 2. High supports and high prices alone do not guarantee high 
income. 

In determining farm-family income one must use the formula that 
price times quantity minus costs equal net income. Since high sup- 
ports are inevitably accompanied by controls over production, look 
again at corn, wheat, and cotton. 

The decrease in quantity permitted to be produced or marketed 
wipes out the gain in price, and only restricts the opportunities of the 
efficient producers. 

As a further example, I would like to introduce my personal pet 
peeve against controls. 

Wisconsin ceased being a commercial wheat-producing area before 
1900, and yet we are still subject to wheat slistieonie Very little 
wheat of any kind is grown here now, and that is practically all fed 
to poultry and livestock on the farms where grown. I myself have 
quite successfully raised some Henry wheat, a variety which is more 
suitable for feeding than for milling. 

Now, from a quality feed standpoint, it would be to my advantage 
to grow some 10 or 15 acres of this good feed wheat. However, I am 
restricted to only 5 acres by the ASC, alias PMA, originally the AAA. 
Penalty for noncompliance is assessed against current and future pay- 
ments earned under the ASC program. 

To supervise compliance a man is sent out to wheat-raising farms 
to check planted acreage. 

This last year a second man was sent out to my farm to see whether 
the first man had actually been there. Were such a system applied to 
the more difficult task of supervising controls over milk cow numbers, 
and/or quantity of milk produced for market, I would be not at all 
surprised to see a third man come around to check on the checker’s 
checker. 

3. High Government price supports are, sad to say, used for political 
deception and perversion of the truth. 

Sad to say, there seem to be comparatively few statesmen among our 
Congressmen who are willing to face the issues with their constituents. 
Especially noticeable are those who are up for election or reelection. 

In newspaper articles they are willing to promise everything to 
everyone. Since human nature follows the path of least resistan 
and dollars seem to be the chief human desire, they are now interestec 
in high supports. Few of them will even mention the controls that 
will be necessary in the long run. 

This promise of high prices or price supports may be the attraction 
for farmers that cheese in a trap is to the mouse. If he takes the bait, 
and controls are imposed, the trap is sprung, and he may find he has 
paid too high a price for mere high price supports, and still not have 
the net income. 

The farmer is likely to be like Benjamin Franklin was when, as a 
little boy, he wanted that whistle so badly that he paid way too much 
for it. 
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It was my pri*!!-@ rect.) to hear a Dutch exchange student 
speak on farm conditions in the Netherlands. Farmers there have 
Government-guaranteed prices for their products, but they also have 
controls over almost. every detail of their farming operation. 

They cannot increase their production nor the size of their farm. 
Each farmer must stay under his quota. In other words, if you are a 
small farmer with little net income, you stay small. 

Where is there any opportunity for improvement under such a 
system ? 

Shall we in this land of the free, begin to sell our freedom, and 
that of our children, for a few short years of artificially supported 
high prices? Shall we trade our birthright, our freedom to farm 
as we wish, our free enterprise system for a pot of gold at the end 
of the rainbow ¢ 

Let us rather reconsider true values and realize that our farm free- 
dom, as we will enjoy it now, once lost, could not be brought back. 

The free enterprise system and freedom of opportunity have made 
us the most prosperous land in the whole wide world. Let us keep 
it that way, and let freedom reign. 

Mr. Asernetuy. Mr. Rehwinkel, did I understand you to say that 
your county agricultural ACP office, I should say, told you that you 
could not plant but 5 acres of wheat ? 

Mr. Renwrinxew. That is correct, that is my quota. That is my 
personal quota on my farm. 

Mr. Apernetuy. I do not plant any wheat in my section, but my 
understanding of the law is that anybody can plant up to 15 acres. 

Mr. Renwinkew. I don’t know what the law says, but that is what 
my specific allotment is. I can bring you 

Mr. Larrp. In order to qualify for the loan, you can plant within 
your quota. You can plant 15 acres if you use it on your farm for 
feed. 

Mr. Renwinket. I am not interested in any loan. 

Mr. Larrp. Then you can plant 15 acres. 

Mr. AserneTHoy. When you go home today you go by the office of 
your county manager and ask him to cite you that 8-acre law. We 
helped write it, and as I remember, we wrote 15 into it. Here is the 
Assistant to the Secretary of Agriculture, who indicates that the law 
does so provide, that is, that you can plant up to 15 acres. 

Mr. Berrs. Without incurring penalties. 

Mr. Latrp. There is one point there you have to make. We changed 
the law this year, as far as cross-compliance was concerned. 

There was a provision in last year’s planting, there was a cross- 
compliance feature in the ACP program that we repealed in this 
Congress. 

If you want to receive any benefits under the ACP program as 
far as any soil conservation practices, if you did not cross-comply 
with your acreage allotment, you could not receive benefits under that 
particular program. That has been changed. Next year you can 
plant up to 15 acres. That cross-compliance, we had that before 
our committee and passed a bill out changing that provision. 

Mr. Berts. Effective this crop year. 

Mr. Apernetuy. I want to ask one other thing. Is it your inter- 
pretation of the program which is in effect now that flexible price 

69970—56——18 
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supports give to all segments of American agriculture which enjoy 
flexible price supports the freedom of production that you received 
before? Is that your interpretation ? 

Mr. Renwinkew. Yes, I believe it does. 

Mr. Asernetuy. Then I wish they would quit holding those elec- 
tions down my way to control my cotton acreage. 

Mr. Renwinxex. That is what I mean—all of them. 

Mr. Asernetuy. Wheat is under-flexibles and they have controls, — 
tobacco is under rigids, but it has controls; cotton is under flexibles, it 
has controls; rice is under flexibles, it has controls. 

What is the support price on wheat—76 percent ? 

Mr. Berts. Eighty-two. 

Mr. Apernetuy. And next year it will be at 76 percent ? 

Mr. Berts. I do not believe it has been set. 

Mr. Anernetuy. That is what it amounts to—what it will be. 

But, those folks are not getting rid of those controls that we hear 
so much about. I hear some of these people making speeches—‘We 
are going to have freedom.” Still, they are holding elections down in 
my country and keep cutting my acreage and do not give me any more 
support price than they do the Seiep farmer. 

I am for your program, if we can get it over. 

Are you in favor of unlimited production of these crops that I have 
just mentioned, at a flexible price support of 75 to 90 percent of 
parity? Do you favor that? 

Mr. Renwinkev. I am in favor of no supports. 

Mr. Apernetuy. Oh, you are in favor of no supports? 

Mr. RenwitnkeL. Don’t put it that way, no supports—I believe there 
should be an insurance program, whether it be at 75, 60—with 90 you 
certainly have controls, If you have it low enough to insure against 
bankruptcy or catastrophe, put it at catostrophe insurance. 

Mr. cocaaiaaces What level would that be? 

Mr. Reuwinxet. It isn’t important. 

Mr. Azernetuy. Let us see—let us get this record straight. I do 
not want to confuse you, that is the last thing I want to do. I do not 
want you to confuse me either, and I am easily confused, you know. 

You know there is a lot of confusion in Washington and we hang 
around there. 

The present program fixes supports at 75 to 90 percent. Now, you 
are in favor of that, the flexible program ? 

Mr. RenwinKkeEv. It doesn’t make any difference to me whether we 
have Government supports or not. The price—— 

Mr. Anernetuy. You are testifying as a Farm Bureau witness this 
morning, are you not? 

Mr. Renwinket. I happen to be the county farm bureau president. 
I don’t testify for the Farm Bureau. 

Mr. Averneruy. Not for the Farm Bureau? 

Mr. RenwinxeE. I am testifying my own beliefs. 

Mr. Aperneruy. For yourself. 

Mr. Renwinket, Absolutely. 

Mr. Aserneruy. You do not favor any supports at all? 

Mr. Renwinkew. No; I think supply and demand takes care of that. 

Mr. Asernetuy. Then there is no point in you and I discussing this 
thing, if you are against it all. 
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Mr. Renwinxet. That automatically takes care of itself, without 
anybody out there to control. 

Mr. BERNETHY. You have a right to your opinion. I would be the 
last man to criticize you. I may differ with your views, but you have 
a right to them. 

The only difference between you and me is that you are for nothing, 
and I am for a little of something. You are for a whole lot of nothing. 

Mr. Reuwinkeu. That is my interpretation of freedom. 1 will 
decide when to stop producing a given commodity, when I fear the 
price is not sufficient to warrant my producing it. 

Mr. Asernetuy. Now, you area dairy farmer. 

Mr. Renwinkev. Right. 

Mr. ApernerHy. The program provides that you are entitled to 
a minimum now of about 75 percent of parity and, as it works out, 
I think it is 80 percent of parity; what is it now ? 

Mr. Larp. Eighty percent for manufactured milk. 

Mr. Asernetruy. EKighty percent. Is that helping you any ? 

Mr. Renwinket. That is what—well, in slang expression, mixes 
people up. 

r. ABERNETHY. Is it hurting you any ¢ 

Mr. REHwINnKEL. It isn’t hurting me; it isn’t helping, is it? 

I am getting more that the support price. 1 think that is what 
people don’t understand, when they worry about 100, 90 percent of 
parity, they get mixed up. They get the word “parity” and the 
interpretation of it mixed up with the actual price. 

Mr. Aspernetuy. What do you produce for? 

Mr, ReHwInkKeE.. For cheese. 

Mr. ABERNETHY. Cheese? 

Mr. ReHwiNnKeu. My milk goes to cheese factories. 

Mr. Apernetuy. Cheese factories. 

Mr. Renwinket. Do I have the privilege of making other com- 
ments, outside of my—— 

Mr. Apernetuy. Yes, sir; I thought you were through. Iamsorry. 

Mr. RenwinkeEL. In connection with some of the testimony given 
here? 

Mr. Anerneruy. Yes, sir. 

Mr. Renwinket. I happen to have had the opportunity to sign a 
petition which was circulated, as was mentioned in previous testi- 
mony. It was indicated that two choices were made. I had no two 
choices. I didn’t sign. There were supposed to be two petitions. 
Either you are for controls or you are not, as I gathered it. 

The one that was made available to me to sign, I was to be in favor 
of controls, and I am not. 

Mr. Apernetuy. Did you sign it? 

Mr. Reuwrinxet. I did not. 

Mr. AnerneTHy. Then your name will not appear on the petition. 

Mr. Renwinxext. What I meant to point out was the availability of 
the opportunity to sign against it. 

Mr. ABERNETHY. All right. 


Mr. Renwinxeu. The testimony was given that so and so many 
farmers signed for controls. I had no opportunity to sign against it, 
so there might have been some on the other side. 

Mr. Anerneruy. I am confident of that, that there is a considerable 
number on the other side of that issue. 
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Mr. Renwinkew. Mr. Laird mentioned about milk prices in Ken- 
tucky being so much higher than ours. Doesn’t probably the law of 
supply and demand play a great part in the difference ? 

Mr: Latrp. Not Kentucky—Connecticut. 

Mr. Reuwrinxet. I missed the State. 

Mr. Lairp. Connecticut is higher than ours, but I was getting into a 
fluid-milk State order. 

Mr. Renwinket. Then we hear much about family-sized farms. 
What is the size of the family-sized farm ? 

Mr. Apernetuy. Are you asking me? Well, I think a family-sized 
farm is a farm of a sufficient size to support the average American 
family—now in the Dairy Belt that might be so many acres; in the 
Wheat Belt it might be another number of acres, probably consider- 
ably more; in the Cotton Belt it would be a given number of acres. 
It would depend on the area, the product, and the crop that they 
grow. 

_ Mr. Reawinxex. How many variations would you permit within— 
we will use dairy, since that is the main part of our discussion here— 
in a dairy farm, before you would think it was more than a family- 
sized farm ? 

Mr. Apernetuy. You will have to ask some of these dairy experts 
up here—I just do not know. 

Mr. Renwinxet. I think that term is thrown around rather loosely. 

Mr. Asernetuy. Well, I think so. 

Mr. Renwinxet. I think a man may have 1,000 acres and still op- 
erate a 

Mr. Larrp. I do not know a dairy farmer in this district that is not 
a family-sized dairy farm. 

Mr. Renwrnxet. I think the size of the farm depends on the capa- 
bilities of the man that is running it. I don’t claim to be an expert, 
but I think a good man can run a bigger farm than I have, efficiently, 
and still have a family-sized farm, and I don’t begrudge him the 
privilege. 

Mr. Apnernetuy. I agree with you on that, sir. We thank you, 
Mr. Rehwinkel. 

Mr. RenwinkeExt. Thank you very much. 

Mr. Asernetuy. Mr. Arden Thalacker? 

Has Mr. Behnke come in? Mr. Behnke? 

Mr. Harry Olmsted. 


STATEMENT OF HARRY OLMSTED, A DAIRY FARMER, ANTIGO, WIS. 


Mr. Outmstep. My name is Harry Olmsted. I own and operate a 
187-acre farm near Antigo, in Langlade County. I specialize in dairy 
farming because I believe that it offers more opportunity than most 
phases of agriculture. 

My most important competitor is the owner of the average cow, 
that gives 225 pounds of butterfat per year. 

My cows give twice that much on cheap, homegrown feed of the 
highest quality. My market is practically unlimited, if I and my 
fellow dairymen develop it by advertising, sales promotion, and a 
program that would insure quality. 
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I do not appear before this committee just to give opinions that 
might be controversial, but to present facts about my business. 

The condition of my health forced me to sell my herd in 1951. 
Since then I have begun to rebuild a herd with certain ideas and cer- 
tain goals in mind. That goal was the highest possible production 
at the lowest possible cost. To me, price of my products is not all- 
important, it is the net income I receive that counts. I know that net 
income equals the difference between price received minus cost times 
the number of units produced. 

High costs or too small a volume are greater detriments to success 
than a low price. 

To attain my goal, I am building a herd from high-producing pure- 
bred Holsteins, although I have some good grade Holsteins that pro- 
duce equally well. 

I feed these cows on homegrown ground oats, 1 pound of grain to 4 
pounds of milk produced, second-crop alfalfa hay of the highest 
quality and grass silage preserved with a chemical preservative; noth- 
ing more except bonemeal and salt. 

y highest production thus far has been 456 pounds of butterfat 
as an average for 12 cows. My best cow made 589 es butterfat. 
My average production of milk per cow was nearly 12,000 pounds 
with a high of 15,000 pounds. My goal is 500 pounds butterfat per cow 
as a herd average. I know that I can do it by testing, culling, feeding, 
and good breeding. 

The average cow in my herd gets 100 bushels of oats and an equiva- 
lent of 5 tons of high-quality hay in the form of hay, silage, and 
pasture. Oats were worth 50 cents a bushel this year at harvest time 
and hay about $20 per ton. This makes a total feed cost of $150 for a 
cow that will produce 12,000 pounds of milk, or 450 pounds of butter- 
fat. The product will be worth about $450 at today’s average prices, 
leaving a difference over feed cost of $300. 

I also make a small profit on the feed at the prices quoted. All I need 
now is the number of cows that my farm will feed. My fertility is high 
and I can feed 40 cows, or possibly more, if I do not raise all of my own 
grain. 

My competitor, Mr. Average Dairyman, feeds his 225-pound cow an 


~ 


equivalent of 4 tons of low-protein hay worth $80, 25 bushels of oats 
worth $12.50, and $25 worth of purchased meal feeds, to balance his 
low-protein hay, a total of $117.50. His product is worth $225, leaving 
a return over feed costs of $107.50. His other overhead costs are prob- 
ably as much as mine. 

The point that I am trying to make is that the average dairyman is 
denying himself an adequate income by working for poor cows, and 
by leaving half the value of his hay in the field, through loss of leaves 
and overmaturity. The value he loses is far greater than any benefit 
that he might receive from price supports or subsidies, and his free- 
dom has been a source of inspiration and hope to all of the peoples 
of the world. If we lose our freedom of choice in agriculture, other 
freedoms will be lost, one by one, until we, as a people, will have no 
example to offer the world and will be dependent on a bureaucratic 
government, 

- period of greatness will be over. That is the lesson that history 
eaches, 
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Mr. Asernetuy. Does that conclude your statement ? 

Mr. Outmsreap. Yes, sir. 

Mr. Anernetuy. Any questions from any member of the panel ? 
Thank you, Mr. Olmstead. 

Mr. John Bulgrin. 


STATEMENT OF JOHN BULGRIN, A DAIRY FARMER, 
MILLADORE, WIS. 


Mr. Butertn. Gentlemen, I come up here also without a prepared 
speech. I am going to try to talk what I actually believe, only. 

I own and operate and was born on a farm near Milladore, Wis., 
which is not far from Representative Laird’s hometown. I have been 
there all my life, so I think I know a little about farming. 

I definitely above all put freedom, and controls I would say are out, 
because when you lose your freedom you lose your incentive to do 
things. 

I do believe that we should have price supports, that I do believe. 

We should have a floor at a catastrophe level, where a farmer could 
not, after putting his lifetime’s work in, and those starting out, lose 
his earnings or ability to keep on going, but I do not believe in control, 
definitely, and I think that the majority of the fellows up here, if 
they thought seriously also, would not believe in controls, because 
they would know what they inevitably lead to. 

As far as farming is concerned, I agree with a lot of these fellows, 
with what they said, and we are not in a good state; I know we are 
not, and I think you gentlemen realize the fact that we are short 
of money, financially, but I think it will be corrected much better by 
keeping our incentive up and our freedom up and by giving us an 
opportunity to produce, the way we would like, without somebody 
telling us what we should do, or not do. I think that is what caused 
our people to come over to this country. They lost something over 
there—they lost their freedom. That should be uppermost in our 
minds. 

I think also we started out on a bad time, as far as our flexible price 
supports—maybe lower the support—we had such a big stockpile of 
everything. 

I am in favor of getting rid of this stockpile some way—I don’t 
care how they do it, but get rid of it, and start from scratch, and I 
think we will all be better off. But keep a floor under it. 

I think I spoke what I really believe. 

Mr. Asernetuy. We are glad you had the opportunity to speak it, 
and we are delighted to hear you. : 

Mr. Burertn. That is definitely my own opinion. It is not what 
somebody else told me to say. It is what I believe in. 

Mr. Anernetuy. I would like to make this observation—your name 
is Bulgrin; is it? 

Mr. Burertn. That is right. 

Mr. Anernetuy. Regarding the crops that are under controls, there 
seems to be a mistaken impression, possibly in your own mind, as 
well as in that of many, many others, that the Government is forcing 
controls on these farmers. It is not doing any such thing. 
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Mr. Burerrn. I don’t say that. If they ask for them they get 
them. 

Mr. ApernetTuy. They do not ask, they have to vote for them. 

Mr. Butertin. That is it. That is asking, I think. 

Mr. Apernetuy. I do not want you to misunderstand this. I am 
just one of these fellows that will trust them. When they vote for 
it, I think it is safe. I am not suggesting that the dairy industry 
come under any such program. I certainly would not be one to vote 
it upon them unless they wanted it. But, if they wanted it, or if 
they wanted the opportunity to vote upon it, as was suggested earlier 
in the hearing. I would not impose it upon them. I would simply 
afford them the opportunity. 

Mr. Butertn. Do you think if they actually knew what controls 
would do to them they would vote for them ? 

Mr. Asperneruy. I do not want to say that I know any more about 
it than they do. 

Mr. Buterr. I think they actually don’t think back far enough 
what it inevitably would bring them or do to them. 

Mr, ArernetHy. You may be right. 

Mr. Burertn. That is my opinion. 

Mr. Apernetuy. But if I represented 10 farmers and 10 farmers 
came to see me as their representative and said, “I want you to give 
me a opportunity to vote on this,” what do you think I am going 
to do? 

Mr. Burerty. That is the way you should vote, the way they tell 
you. 

Mr. Anernetuy. That is the way I am going to vote. 

Mr. Butertn. That is the reason I am telling you the way I think. 

Mr. Jennines. Mr. Chairman, may I ask one question here. 

Mr. Anernetuy. Mr. Jennings. 

Mr. Jenninos. You said you believe in supports, and they should 
be at a catastrophic level. 

Mr. Buverin. Yes. 

Mr. Jennines. How are we to determine that, what you suggest? 
Under what parity ratio, or any ratio you like? What do you sug- 
gest at this time? 

Mr. Butertin. I would say—maybe you misunderstood—prevent a 
catastrophe. 

Mr. Jenninos. I think you have a good statement, and I am not 
critical of it. I want to know how you arrive at that. 

Mr. Buuerr. It may be hard to arrive at that. I think getting 
down that low—let’s say 75 percent, we have to start at something, 
let’s say 75, 75 percent, which is a good place. It is going to keep the 
boy out of industry or farming that does not belong in, or in, just 
to make money if you set a high support. 

Mr. Jennines. Do you think that will keep the man in there op- 
erating efficiently so that he can continue to operate, at 75 percent 
of a fair price. Will he not go broke? 

Mr. Buteri. I think if the fellow has his heart in farming he 
can go through with it—if he is a good manager. 

Mr. JenninGs. He would have to have a good-sized pocketbook, 
with that 75, would he not? 

Mr. Burertn. They are used to skipping a lot of things. 
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Mr. Dacur. May I interrupt to say that it seems to me Mr. Olm- 
sted gave us the answer, if he was the preceding speaker. 

Mr. Anernetuy. He was the preceding speaker. 

Mr. Dacur. He is in business, I believe. 

Mr. Jenninos. I think that was a good statement, too. I make 
the comment that that was supplementing the DHIA, that is sup- 
plementing efficiency, through that method. 

But I would like to have some suggestions as to where and what 
this catastrophe level would be. Have we about reached it? 

Mr. Butertn. Now? 

Mr. Jenninas. Yes, sir. 

Mr. Butertn. Well, I think we are going along all right, if we are 
given an opportunity to throw away some of that stuff we've got. I 
think we would be in good financial condition if it wasn’t for the 
surpluses we have today. 

Mr. Jennines. That is a problem. 

Mr. Buterin. That is right. But that was created before with 
high supports. 

Mr. Asernerny. It is no problem. I am not riding anybody. 
Democrats and Republicans are both involved. We have folks down 
in Washington that do not want to get rid of it. That is the truth 
about it. 

Mr. Buuertn. We have to get after them to get rid of it. 

Mr. Aperneruy. They just do not want to get rid of it. 

Mr. Dacue. And they are not all in the Agriculture Department. 

Mr. Anernetuy. They are not all in the Agriculture Department 
either. Of course, they were a little slow down there, but they finally 
came around. We have methods and means to get rid of it, and the 
law, to get rid of it, but they just do not want to move it. 

Mr. Aserneruy. Thank you. 

Mr. Ivan Birpvsey. Maybe I am not pronouncing that name right. 
You know I am a deep southerner. 

Mr. Joun Zoromskt. I got that one right 
opportunity of appearing. 

Mr. Butertn. I want to thank you, gentlemen, for giving me the 

Thank you very much, Mr. Bulgrin. 

Mr. Jenninos. Thank you. 





at least he recognized it. 


STATEMENT OF JOHN ZOROMSKI, A DAIRY FARMER, 
WITTENBERG, WIS. 


Mr. Zoromskt. I have been sitting so long and not saying any- 
thing and that is why I can’t speak, I guess. 

I am a farmer in Marathon County, live in the town of Franzen, 
and my address is Wittenberg, Route 1. 

I am probably not in place here, saying what I am going to say 
today, but I am glad to have the opportunity to speak before this 
body of the Agricultural Committee. I am going to just speak my 
mind. 

Mr. Anernetuy. May I interrupt you there? You have probabl 
been waiting for an opportunity for a long time to get Congress told. 
Now, you just go right ahead. 

Mr. Zoromskt. I don’t think so. 
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Mr. AperNneTHy. That is the reason we are here. 

Mr. Zoromsxi. O. K. 

I am opposed to all Government subsidies or controls of agricul- 
tural production. As a farmer, I want to produce as much as I wish 
and everything that I prefer, but also I want to run my business on 
a businesslike basis, namely, finance my own business, stand on my 
own feet, so that the bushel of grain, the quart of milk, the hog, the 
beef, the bushel of potatoes—or any other commodity that we farmers 
produce in excess of the consumption of the American people, be 
disposed of in the following manner: By buying it, processing, and 
shipping it to countries where people are hungry and have not the 
standard of living that we in America have 

This food and fiber to be distributed to them through charity or- 
ganizations, such as church and welfare organizations, free of cost 
to the receiver, but in order to do this we must have legislation fav- 
ored by the majority of the American farmers, who must have an 
opportunity to vote on this matter through referendum, and if 
favored by the American farmer, then a law passed by the Congress 
of a United States. 

To make it legal to authorize and instruct the United States 
Detlitteneeh of Agriculture to figure and post parity price, free on 
board, farm or market place, on all farm commodities, using flex- 
ible parity price formulas, depending on conditions of weather, 
acreage, and abundance of crops of any commodity, keeping in mind 
grades and quality, treating each commodity separately, issuing such 
information quarterly or semiannually to the farmer and the public. 

2. Authorizing and instructing the Department of Agriculture to 
create and operate a pool or fund to defr ay expenses of administra- 
tion, buying, processing, and shipping of surplus farm commodities 
to needy, hungry, underprivileged people anywhere in the world, 
wherever it is possible to reach them through charity organizations. 

3. The funds or money needed to carry out this program be ob- 
tained from the farmer or producer at the time of sale of any com- 
modity he produces. 

4. The amount of deductions or assessments per unit would be 
determined by the amount of the assumed overproduction of any 
Coe for that year or season. 

. This program be carried out by the Department of Agriculture 
in coopeaiaion and assistance of leading farm organizations, which 
represent all farm commodities. 

I am a firm believer in supply and demand, but I have the right 
to place a price which is fair to me and to all other segments of 
industry and the consuming public, on any farm product that I 
produce, that will protect me from bankruptcy. Let supply’ and 
demand take over after and above the free on board farm or market 
place parity price. 

Let us be thankful for the gift of know-how and blessing that 
we have—food and fiber to share with the poor. This is a big job, 
but it is not too big for anyone who looks at it from the angle of 
fairness and honesty. 

It is statesmen that we need today, as we have always needed 
them in the past. 
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Thank you, gentlemen. 
Mr. Asernerny. We thank you, sir. 
Mr. Phil Augustine. Have a seat, sir. 


STATEMENT OF PHIL AUGUSTINE, MARINETTE, WIS., 
REPRESENTING THE FARMERS UNION 


Mr. Augustine. Mr. Chairman and members of the committee, 
my name is Phil Augustine, Marinette, Wis., and I represent the 
Farmers Union there. 

I only received notice lately that I should appear here. As is 
true of most of them, this comes direct from my heart. I, too, might 
have at times wished to get a crack at Congress to tell them a few 
things. I know the way things are going, that you fellows don’t 
need too much telling. 

Mr. ABERNETHY. Ti does us good sometimes. 

Mr. Avucustine. The members that hear the testimony, you are 
ahead of me, and they have expressed so fully the problems and 
they are the same conditions that exist in Marinette County and 
there isn’t any use of wasting any of your time. 

We average an auction sale a day, Marinette County. That is 
one more farmer out. If it continues for a year it will be down to 
pretty near where Benson wants them, I guess. 

About 20 percent of all the farmers that are in existence there 
now have either the wife or the husband working in industrial plants 
somewhere in order to perhaps keep things normal. 

I don't know what I could add, but as I listened to some of these 
men giving testimony, I was not too sure as to whether they were 
real dirt farmers. I myself have this opinion—that if we are, and 
we know we are, citizens of this country, and with the rest of the 
nation enjoying the greatest prosperity, claimed to be the greatest 
that they have ever had, labor with a guaranteed wage of $1 an hour, 
that we, as dairymen and farmers of family-type farms should have 
their share of this wealth. 

Today, our income on a number of farms that were checked, in 
oe counties, we averaged between 10 and 11 cents an hour for our 
abor. 

I used to be a little bit proud of being a farmer. Today I don’t 
know as I could tell anybody too much that I am still farming at 
my age. I will be 62 years on the same farm, and I think I know 
answers that some of the others maybe don’t, but I still have faith 
in you fellows, and I think it is your job, regardless of whether we 
have to have 100 percent of parity or how it is figured out, just 
figure it out and don’t be too late about doing it, because there will 
be a whole lot that don’t get a benefit from it. 

I thank you. 

Mr. AvernetHy. Thank you, Mr, Augustine. 

Mr. Roman Muskovitch. 


STATEMENT OF ROMAN MUSKOVITCH, A FARMER, SHAWANO 
COUNTY, WIS. 


Mr. Musxovrrcew. Mr. Chairman and gentlemen, I thank you for 
this opportunity, which I think isan honor. I consider it an honor to 
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be present here at this hearing, but, more than that, I consider it a 
great responsibility, for what we say here is either to tear down or 
build up, and I hope what I say will help us to build up, for I think 
that is what we are here for. 

Now, as far as Government supports, I say it is all right to have 
Government supports, where, in case of a shortage, the same as it was 
during the war, when the farmer was asked to increase, to produce 
more and more, to support our armies and our Navy, but since that 
time, I don’t see how we can depend and figure on our great Govern- 
ment to give us a lot of money and a lot of supports for, when we stop 
and figure: Has the Government any money to dole out to its people? 
I say “No.” Before we can get 1 cent from Government we must pay 
in taxes, for that is the way we support our Government, and rightly 
so. 

I would like to not say much about the support problem, but I would 
like to say something that I think is wrong with our farmer and our 
farm organizations. 

Let us take the bull by the horns, and look him square in the eye. 

Men, I happened, some years ago at the Catholic Rural Life Confer- 
ence, to be a delegate there, and I am going to say something about 
how farm organizations, and what I think our farmers ought to do. 

There we had our three great farm organizations on the stand, up 
there, supposed to figure out and try to see what they could do for the 
good of agriculture. 

We had not much more than gotten started—and I am not going 
to mention any names, but there are men here that were at that con- 
ference, and hes know what went on, when finally I felt it got too 


much for me, and, as long as I was a delegate; we were only supposed 


to have 3 minutes, I said, “Mr. Chairman, here we are. We've got 
three great farm organizations up here before us to try to figure out 
and tell us what ought to be done for the good of agriculture, fighting 
amongst themselves, keeping us farmers divided. Men some farmers 
say we have a Congress. We have our Senators, we have our Repre- 
sentatives, and it is up to them to take care of this for us, but here we 
are, we've got three great farm organizations. We have our Repre- 
sentatives right here before us today. What can they do for us when 
we come in here with three different programs ¢” 

Keeping our farmers divided, one against the other, what can our 
Congress do? We put them onthe fence. They have no lead. 

What I want to finally bring out in my little discussion—and I am 
not a public speaker, I am a farmer—lI didn’t tell you, I am a farmer 
from Shawano County, I have two sons that are farming, I turned 
my farm over to the youngsters, I want them to accept that responsi- 
bility. I will say, as far as we are concerned, we are still making 
money. We are farming and we haven’t collected a Government 
check for over7 years. We have never signed up for Government pay- 
ments. Why! Because we don’t believe init. We believe that every 
industry, every segment of our country should support itself. We 
have our great college of agriculture. We have our extension service, 
and we have all those things, and rightly so—we need them. I believe 
that we taxpayers should support them because they are our leaders, 
and they know what we, as farmers want. 

If we would only take advantage of it! 
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So, that is my way of thinking. I do not think we should ask the 
Government to support us. I do not believe in it. So I would say 
this to our farm members here, and I would say it to our farm organi- 
zation leaders: Farmers, let’s go back home, let’s meet with our farm 
organization leaders. They have a great responsibility, if they would 
only carry it out. Let’s say, “Here, let’s sit down around the con- 
ference table, farmers and leaders, tillers of the soil, and let’s figure 
out something.” 

As I said at that meeting, “Let’s formulate an honest-to-God agri- 
culture program,” and then, I said, “Let’s back it up 100 percent. 
Let’s quit fighting amongst ourselves.” 

As I said, we have become the laughing stock of the country. 

And I say to the farmers and leaders here, I was at the Farm 
Bureau Convention yesterday at Green Bay, and I would have liked 
to have spoken my mind there the same as I do here now, but it was 
a full schedule, I was a guest, a farmer, and I didn’t interfere. You 
know, there are always too many of them that jump up and ask for 
the floor. 

But I would like to say for the Farm Bureau, as I am saying here, 
to our Farm Bureau leaders and farmers at that meeting, I want to 
say we had farmers that belonged to the Grange, farmers that belonged 
to the Farm Bureau and we had farmers that belonged to the Farm 
Union, and, as far as the farmers there were concerned, people, I 
got a rousing applause because all those people, all those farmers 
knew that we were all farmers, and what was good for one farmer 
was good for another. 

So I don’t want to take up too much time, but I would conciude, 
let’s do this, and then unite in it through our farm population of 
this great United States, let’s go to our Congress, let’s go to Wash- 
ington with a program and with a plan and ask our Government to 
do what we think is right. 

And, ladies and gentlemen—no ladies here—gentlemen, when we 
do that we won't have our Congressmen and Representatives sitting 
on the fence, “Which way shall we turn?” We would go united and 
we would do what this great country of ours did—my people left the 
old country when I was 3 years old. Why? They wanted to get 
away from that rulership. 

Now, I am going to say a few words about farmers. Too many 
of us have talked about the small, inefficient farmer. Well, I'll tell 
you what I think I would like to say: As long as a farmer and his 
wife and his children live on the farm, pay their taxes and make 
their living, they belong on the farm. You know that we’ve got 
too many people in the cities already today. 

Why have we got all of these strikes? Why have we got all of 
this turmoil? It is because we have pushed too many people into 
the cities, and we can overdo that. There will be a time that is liable 
to come—I read a Montgomery’s English History, and it is not an 
agricultural country like ours. They did that very thing, and the 
farmers couldn’t make a living off the farm and they moved into the 
cities and competed with the already oversupplied labor and Eng- 
land at that time had to do something to put their people back on 
the farms. 

Now, I think I have taken up plenty of time, and I thank you. 
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Mr. Asernetuy. Mr. Muskovitch, let me say I am personally very 
grateful for your appearance. 

I know you were speaking from your heart, and felt what you were 
saying. Your words were inspiring, and I think encouraging. I am 
glad that you came to be with us. 

Mr. Muskovireu. Thank you. 

Mr. Anernetruy. Thank you, sir. 

There are others in the room who have expressed a desire to make 
statements. Unfortunately, time has run out. We have quite a ride 
ahead of us, and we are going to have to suspend. 

If there are any in the room who desire to file written statements 
with the committee, if you have them ready, you may leave them with 
Mr. George Reid, the clerk of the committee. If they are not ready, 
you may prepare your statements, and you can mail them to the com- 
mittee in Washington, or deliver them to your Members of Congress 
with a request that they be submitted to the committee for inclusion 
in the record. 

(The statements referred to follow :) 


Crom, Wis., November 17, 1955. 
To the Members of the Dairy Subcommittee of the House Agriculture Committee: 


Our farm consists of a little over 300 acres with a little over 200 acres under 
cultivation. We keep from 35 to 40 milk cows and some young stock. We also 
grow some certified seed grain and corn. We have farmed for a good many years. 

As regards the prices for milk sold to cheese factory will say that they are 
very unsatisfactory because we have to pay too much for the things that we buy, 
machinery, repairs on buildings and machinery, truck, taxes, etc. That milk 
check just does not go very far. This is my own opinion and also that of all the 
farmers in the neighborhood. We live in a good farming community and am 
speaking of neighbors that are good farmers, This includes Farm Bureau mem- 
bers and farmers that are not members of any farm organization. The farm 
price squeeze is real and in many cases it is severe. 

We can also give you the opinion of our local banker, Mr. Conrad Teschke, of 
the Bonduel State Bank, Bonduel, Wis. He has told me that collection and pay- 
ments of loans made to farmers are slow. He will tell you the same thing if you 
write to him. The income of farmers in general is not satisfactory. Many 
farmers have found it necessary to take off-the-farm work to supplement their 
income. 

We are attaching a clipping from the Shawano Evening Leader stating the 
views of soil conservationist, Perry Carrol. Mr. Carrol also has a farm. 

We have presented the problem but I doubt if we can present a satisfactory 
solution. We definitely do not want diverted acres to be put into dairy or meat 
production and we do not want additional millions of acres brought into agri- 
cultural production through large irrigation, drainage, or land-clearing projects. 

In the dairy field, I suggest that we abide by the flexible price-support pro- 
gram for the time being. Maybe consumption will catch up with production, but 
we must find a market for our surpluses and we will have to find them soon. 


R. W. Krueger, 
A Shawano County farmer. 


CARROLL SPEAKS ON FARM PROBLEMS 


Soil Conservationist Perry Carroll was speaker at the meeting of the Shawano 
Club at the Continental Monday evening and told the club members that 406 
farm units were lost to Shawano County during 1950-54. 

He said the economic outlook was for even fewer farms, but larger ones, in 
the future. 

Carroll emphasized the economic impact the fewer farms and the diminished 
farm income has had on the county and said most of the farm profits are spent 
in the county. 

He told the agricultural agencies assisting farmers in Shawano County and told 
of economic woes facing farm families because the commodities farmers have 
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to buy have increased in price while the farm prices have dropped to a 1942 
pa a consequence, he said, many farmers have found it necessary to take 
off-the-farm work to supplement their incomes. 

To meet this economic situation, Carroll foresees need for improved skill in 
managing farms, greater cooperative buying and selling, better cattle and pro- 
duction, and maximum efficiency in use of labor, feeds, and machinery. 

Mr. Asernetuy. To conclude the morning’s labors, I would like to 
say that all members of the committee—and I am sure I speak their 
sentiments—are very grateful to all of you for your attendance and 
to the witnesses, for their opinions, even though they differ very 
widely. 

Sevanthalian we respect your opinions and your right to express that 
which you believe. 

I do not hold out the hope that anything magic will come from 
hearings of this sort, but I do say that I think it is a fine thing that 
Members of Congress can come out to the field and have an opportunity 
to sit down with people in the rural areas and their home cities, look 
into their faces and listen to their statements. 

All of you cannot make appearances in Washington, and, of course,. 
we cannot make appearances in all communities, but we have made 
some, and we will make others. 

We look forward to visits in other communities. I personally 
look forward to becoming better acquainted with people of this sec- 
tion of the a. I live a long way from here. It has been my 
pleasure to visit almost every section of the United States, with the 
exception of 4 States, 1 of those 4 being Wisconsin. I am glad I have 
had the opportunity to come up here. 

I know a little something about your neighboring State of Minne- 
sota. I have made 2 or 3 speeches over there. I do not think they 
did me any good, but I made them anyway. 

We are glad to have had the opportunity to come and visit with your 
people. Mel said that it has done him a lot of good to have us here. 
It has helped us to be with you. 

I am grateful to the Cheesemakers’ Association for the cheese. I 
might say if your surplus continues to exist after distributing this 
allotment, my address is House Office Building, Washington, D. C. 
[ Laughter. | 

I also want to =a my thanks to your very able judge, Judge 
Bouleau, a former Member of Congress, a former member of this 
committee, and a distinguished member, for making the chamber 
available to us for the hearing. 

To the press and radio, for the coverage, we are very grateful; and,. 
to all who have helped to make our stay in this fine city and this good 
district, we thank you one and all. 

That will conclude the morning’s hearings. 

(Whereupon, at 11:50 a. m. the committee recessed, to reconvene: 
at Kau Claire, Wis.) 
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WEDNESDAY, NOVEMBER 16, 1955 


Untrep States House or RepresentTATIves, 
Datry SUBCOMMITTEE OF THE COMMITTEE ON AGRICULTURE, 
Eau Claire, Wis. 

The subcommittee met, pursuant to recess, at 9 a, m., in the Eau 
Claire County Courthouse, Eau Claire, Wis., Hon. Thomas G. Aber- 
nethy (chairman of the subcommittee) presiding. 

Present: Representatives Abernethy, Johnson, Knutson, Jennings, 
Williams, Laird, and Dague. arse 

Also present: Mr. George L. Reid, Jr., assistant clerk of the com- 
mittee; Mr. Charles Figy, assistant to the Secretary of Agriculture; 
Mr. Ernest C. Betts, Jr., assistant to the Secretary of Agriculture. 

Mr. ABERNETHY. The committee will be in order. 

Mr. Johnson. 

Mr. Jonnson. Ladies and gentlemen, we are 7 minutes late. We 
were supposed to start at 9. Iam sorry we have to show our southern 
friends, who are up here from Virginia and Mississippi, some of our 
rugged Wiscsonsin weather but tye to take it as 1t comes. 


It is with a good deal of pleasure that I welcome the House Agri- 
culture Subcommittee here to Eau Claire. It has been one of my 
ambitions, ever since becoming a member of this committee, to bring 
the House Agriculture Committee up to Eau Claire and the Ninth 
Congressional District of Wisconsin. 

I had two reasons for wanting to bring them here, one was that 
I wanted my friends in Cengress from other Jina of the United States 


to realize what a big industry our dairy industry is up in Wisconsin 
and Minnesota, and how far we have advanced in it, and then I wanted 
a chance for our farm people to talk direct to members of the House 
Agriculture Committee. I know most of you cannot afford trips to 
Washington and the members of the committee do not get a chance 
to hear what you have to say, but this is an opportunity. 

Iam afraid probably, because of the weather, some of our witnesses, 
who have 60 and 70 miles to come, will not be here, but we are going 
to start our hearings and do the best. we can. 

I am going to introduce, on my left here, Congressman Williams 
from New York. Wecallhim Bill. I believe he has been in Congress 
for 10 years. 

Mr. Witu1ams, On the Agriculture Committee, 4 years. 

Mr. Jounson. And next is Congressman Paul Dague, from Penn- 
sylvania, 

Then my friend and next-door neighbor, Congressman Mel Laird, 
from the Seventh District. 
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On my right, Congressman Pat Jennings, from Virginia. Then 
we have Congresswoman Coya Knutson, from Minnesota. 

It gives me a good deal of pleasure to introduce and turn over the 
meeting at this time to our chairman, Tom Abernethy, from Missis- 
sippi. 

Ever since meeting Tom I have been telling him a lot about the 
problems of our dairy farmers, and I am very happy to have him and 
other members of the committee here to hear your testimony. 

I thank you. 

Mr. Aserneruy. Mr, Johnson and ladies and gentlemen, it gives 
me a great deal of pleasure to be with you people on this nice “spring” 
morning. We had snow once down in my country, and they declared 
the day and date a holiday. We celebrated it ever since. Iam a long 
way from home. I do not know whether I came suitably dressed or 
not, but before we get out of this country I think I am going to do 
some shopping. 

I am delighted to come to this section of the United States. Ihave 
visited on a few occasions up this way but it has not been my pleasure 
o travel very widely in the great State of Wisconsin. I lave been 

informed that this was the cradle of the dairy industry, and I find 
that it is. 

I saw more cheese under one roof yesterday than I thought existed 
in all of the world. They made us a present of some, and I made the 
remark that if that did not help the surplus situation, that my address 
was the House Office Building, Washington, D. C. We would take 
care of some more of the surplus down there. 

Since Lester came to the Congress and was assigned to the Com- 
mittee on Agriculture he has, as he said, urged us to come out to this 
section. I am happy to come here. It has been my pleasure to serve 
with Lester and Melvin Laird since they came to the Congress. They 
have both done a fine job. 

It was also my pleasure to serve for many years with Lester’s prede- 
cessor, Mr. Merlin Hull, whom we all recall with a great deal of 
pleasure and considerable regret that he has passed on. 

We do not come with the idea that any magic will come out of a 
hearing of this kind, but we do feel that we will go away with a better 
understanding and certainly with a better feeling of friendship toward 
your problems and your people. 

I think it is a fine thing that committees of Congress have begun 
to travel around the country and meet with the people and touch 
their hands and break bread with them. I think it is a fine thing 
that we of the deep South can come here, and you can come our 
way, and that we get better acquainted. 

There is not much difference between the people of the United 
States. You read a lot about people of this section and that, but 
they are all more or less alike. They have the same instincts and 
principally the same ideas and the same objectives. 

I say again, we are glad to be here, and again, that a hearing of 
this kind will result in some good—maybe not today, but tomorrow, 
for the benefit of the greatest segment of the American economy, 
the American farmer. 

Personally, I am disturbed about the condition of the American 
farmer. I know that most everyone else is, too. I am not here this 
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morning to lay the responsibility on any particular individual or any 
particular proup. That is not my purpose in coming here, but the 
economy of the American farmer is slipping and it is slipping fast. 
About a half million people are leaving our farms annually. That 
is too many, because I think the real true American spirit of our 
Nation is centered among our rural people. They live closer to God 
than the people do in the cities, and I say that with all deference to 
people in the cities. 

They have larger families and they have happier families. In time 
of war the farm family is the principal source from which our Nation 
vets the largest segment of its manpower to protect our shores. 

I hope that this committee, and the other committees of the Con- 
gress and the other subcommittees of the great Committee on Agricul- 
ture, can contribute something, through these and other hearings, 
to improve and maintain the standard of life in the rural areas of 
the United States. 

I appreciate the invitation that has been extended us by the Con- 
cressmen of this area to come out here. 
~ With that, we will have our first witness. And, Lester, whom shall 
it be? 

Mr. Jonnson. It is Whatford Seguin, of route 1, Eleva, Wis., and 
he will be followed by Dell Whelan. 

Mr. Apernetuy. Mr. Seguin. 


STATEMENT OF WHATFORD G. SEGUIN, SR., DAIRY FARMER, 
ROUTE 1, ELEVA, WIS. 


Mr. Securn. Honorable members of the United States Congres- 
sional Hearing Committee on Agriculture, I am Whatford G. Seguin, 
Sr., a farmer, a here in Eau Claire County, State of Wisconsin. 


My family and I operate a dairy farm: of 240 acres and milk on 
the a of 30 Guernsey cows. Our cattle are all high grade—not 
purebreds, 

Needless to say I am most interested in the dairy business and the 
problems that confront it today. It is most fortunate that the dairy 
problem is not nearly as serious as are the problems of many of the 
other farm crops and commodities. However, I am convinced that 
the dairy industry is also in need of some changes in policy, if we 
are to be able to get full parity at the market place. 

If we are to be sincere, we will have to admit that the only place 
a true value can be placed on any commodity is at the market place. 

Government is not the place to look for a market for our agricul- 
tural products. This has been very conclusively proven. 

Rigid price supports, even with controls, have proven that they are 
not the answer to our problems, both past and present acts have shown 
us that they lead only to a greater incentive to produce a greater 
quantity of the product, without consideration of its quality. 

Let us review a few: 

Cotton, for instance, lost a large share of its business and markets 
to substitutes, by pricing itself out of the market. 

The tire industry used to use a lot of cotton cord in its tires, but 
today this has been replaced by rayon and nylon cords, which have 
proven to be cheaper and superior in quality. 

69970 —_56——19 
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Controls have reduced acreage, but have not solved their problem, 
The diverted acres have only been planted into some other crop already 
in surplus. 

To me, this has been a serious blunder, as far as trying to solve the 
problem is concerned. 

Then wheat. Yes, we have had supports and controls. What have 
they brought us? 

The incentive has been to grow more on the acres that were per- 
mitted to be planted, disregarding the quality of the product. 

I need not go further, as no doubt you know better than I do the 
utter failure of this program. Yes, it has made some farm groups 
and some investors very happy with the fine returns they have gotten 
from the storage of this wheat, only at the expense of the little farmer 
and the average taxpayer. 

Again, only the big producer and the investors have profited by this 
high, rigid support program. Is this the type of program that will 
benefit the average farmer? To me, definitely not. 

Under the flexible support program in the dairy industry, and only 
the dairy industry has really had a chance to try this program out, 
Government holdings have been greatly reduced, Government pur- 
chases have been reduced by about 33 percent, and the consumer has 
renewed her confidence in the dairy farmer to the extent that she is 
willing to pay more for his product, knowing that he is not being 
paid any large additional sum from the Government for it. We need 
the goodwill of the consumer if ye are to expect her to buy our prod- 
ucts. It is very true that the 75 percent support has materially 
reduced the purchasing power of the dairy farmer, which we know 
is not good. 

If it appears that this level of support is too low, it could be raised 
some. I personally believe that any support level should be at a level 
to prevent financial disaster to the farmer and keep him from going 
into bankruptey; however, the farmer must realize that he has to 
operate in an efficient manner, to secure himself, at any level of 


support. 

Potten wonder what would have happened if flexible supports were 
initiated before we had this tremendous amount of surplus on hand. 
It is serious to me to think flexible supports had to be put on when 
we had a surplus too great to aaperk, under the rigid support program. 
I believe, if flexible supports had been given an opportunity to be 
placed on before we had this tremendous surplus, it would have worked 
much better than it appears they are working seen 

I am convinced that we cannot disregard subsidies completely. 
However, we must be realistic about them and, when they threaten 
our future market, both at home and abroad, we will have to take the 
problem into consideration, as these subsidies, if too high, can threaten 
our free market and put many average farmers out of business. 

With any program that it to be successful, we must have another 
continuing program of research. It appears to me that the program 
that our Senator Wiley has suggested as to greater research as to the 
use of diary products, is one deserving very great consideration. Of 
course, we would like to see this center set up at Madison, where it 
could work with our present dairy research program on the State level. 
We might compare its value to that of the Forest Products Laboratory 
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at Madison. We know that this research center has done much to 
further the forestry program in our Nation; likewise, I am sure the 
dairy research center could do the same. 

A Federal grading program could do a great deal for the dairy 
industry. This could apply to all manufactured diary products. We 
know that the quality of our diary products on a nationwide basis is 
not good. If a Federal grading program is good for the meat. busi- 
ness, why would it not be good for the dairy business? Is not milk 
and all its byproducts as important to the welfare of the consumer 
as are the meat products? To me this would involve a great increase 
in the use of nature’s most perfect food. We know that the school 
lunch program has done much for the health of many underprivileged 
children. Cannot our Federal Government stress the need for more 
of its use, as well as start to use more of the diary products in our 
school lunch peas 

I personallly would like to thank our Secretary of Agriculture and 
the Congress, for setting up this program. We can have more of it, 
I am sure. Our servicemen report that they are getting much more 
of the diary products in all branches of the service. This has been 
very good, and I ee there may be more of it. 

We hear much of parity and its problems. To me parity is most 


misunderstood and misinterpreted. 

In our Federal milk marketing areas, we know that parity is high 
and yet in these areas the milk producer is protected by a high price, 
which allows him to produce great quantities of milk at a profit 
whether it is used for bottled milk or not. 

These surpluses that come from the areas are put on the market in 


competition with our milk products, and to me this is most unfair. 

If the milk producer in the marketing area is to be protected as to the 
price he receives for his milk soelieeai for bottling, then he should be 
controlled as to the surpluses that must be sold outside of this area 
under marketing price protection. 

We in Wisconsin need a place to sell better than 80 percent of our 
milk outside the State. If the protected areas are allowed to continue 
their present practice,*we will soon begin to feel the results of this 
(liscriminating act. 

We need a National Milk Sanitation Code, which would do away 
with a lot of these barriers that make it impossible to sell milk in 
many States. This would have a tendency to create a better quality 
product, as well as stimulate greater use of these products. 

I am not a producer of any basic crops, and am not going to offer 
much in that program. I am sure, though, that unless some program 
is found that will take acres out of production, to stop the desire to 
raise another crop already in surplus, we will continue to be in trouble. 
It is very hard to understand why our Government continues to reclaim 
land and put new land into production at terrific costs, when we now 
have more productive land than we need. 

I would suggest that consideration be given to the possibility of 
the soil bank plan that would release much of the basie cropland from 
productivity for the time being, as well as a slowdown in the Garrison 
Dam project, Grand Coulee Dam project, and a few others that are 
now going on, until the time when we can see the need for greater 
acres for production. The sealing and holding of these tremendous 
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surpluses is not doing our country any good. The costs of the pro- 
gram are not justified, where a conservation plan to retire acres would 
be justified. 

n conclusion, I would like to summarize my statements, as to what 
I feel would help us today: 

First, continue flexible supports at a level to prevent financial dis- 
tress to efficient farmers. 

Second, establish a research center for dairy products somewhere 
in the dairy region, to promote greater use of our most perfect food. 

Third, start a Federal grading program for all manufactured dairy 
products. 

Fourth, enlarge the school-milk program and school-lunch program, 
as well as the greater use of dairy products in the branches of the 
armed services. 

Fifth, establish a National Sanitary Code for all dairy products. 

Sixth, make a more complete study of the Federal marketing orders, 
protecting the milk producer in these areas and correct the very ap- 
parent abuses that now exist. 

Seventh, develop a soil-bank plan for basic crops to safeguard the 
market of these crops and reduce the desire to produce other crops 
now in surplus on these diverted acres. 

Again, may I go away from my statement. I do not believe, though, 
legislation alone is going to solve our dairy problems. I am confident, 
through our American Dairymen’s Association, which has done a 
wonderful thing as far as advertising our product is concerned, I 
believe every farmer should be concerned about advertising his own 
products in some way. 

If we are not interested in advertising our own products, it is hard 
to realize why we should expect others to advertise it for us. 

Without any doubt, if you gentlemen will take a realistic point 
of view of the farm problems, and forget the political possibilities that 
you might gain, we can have a good farm program. Do not tie the 
hands of the Secretary of Agriculture, if he is todo a good job. Giving 
him our dairy products to sell will never solve our problem; give him 
a good program, and it will; if he can administer it as it should be 
administered. 

I do not expect my help to go out and shock grain or make hay with 
their hands tied. 

We need a market to sell our products to, not a Government ware- 
house, then a consumer that will buy a good quality product that she 
will be happy with, not a low-grade product we ourselves do not like. 
I am sure that no rigid support program can do this. It has been 
tried and failed. Let’s try a program that will sell our products 
and limit the surplus to a point that will be a safeguard to our country 
and not a burden. . pot 

As statesmen, you are charged with this responsibility and I am 
sure it can be done. t 

Mr. Asernetuy. Thank you, Mr. Seguin. 

Any questions ? 

I would like to ask you one question or so, Mr. Seguin: It seems to 
be the impression among a majority of the people of the country that 
the flexible price-support program has eliminated controls. at 
controls has it eliminated ¢ 
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Mr. Szeurn. I do not think it has eliminated any controls, as far as 
that is concerned, that is, up to date. 

Mr. ABERNFrHY. But that is the argument that is made for it, that 
it has eliminated controls. 

Mr. Seeurn. About the only thing that flexible price supports have 
really taken any effect on are our dairy products today. 

Mr. Asernetruy. No? 

Mr. Secu1n. The basic crops are still not under flexible controls. 
Starting January 1, 1956 

Mr. AperNeTHY. They are all—except tobacco—they are all under 
it, and all under the strictest sort of controls. I think the producers 
of the so-called basics would be quite happy if it were possible for 
them to produce their products in unlimited quantities, under a flexi- 
ble price-support program, but they do not have that permission or 
that authority or that right. They continue to hold elections every 
year as the law still requires, and no one in this Government has re- 
quested that one sentence of that control law be repealed, not a sen- 
tence of it. 

I do not say this in any criticism of this Secretary, but the Secretary 
has not requested a repeal of a single section of the control provisions 
of the Agriculture Act, and I think that is something that ought to 
be made clear, not that you do not understand it, but there may be 
some here that do not. 

I might also say that dairy products have never been under rigid 
supports. They have always been under flexibles. 

Of course, they have been supported at different levels. 

Anything further ? 

Mr. Jounson. There is one thing I wanted to say. 

Mr. Apernetuy. Mr. Johnson. 

Mr. Jounson. I noted that Mr. Seguin represents the Farm Bu- 
reau, and for once we have all groups, I believe, who have appeared 
so far agreeing on one thing, that the soil-bank plan might have some 
value. 

I believe there has been a lot said, dairy farmers having various 
ideas, but there seems to be an area of agreement on that one point. 

Mr. AperNetuy. There is unanimity of opinion, I think, through- 
out the country—with some exception—that the soil bank program is 
something which we need at this time. However, I personally have 
some doubt about its possibilities. 

And that is your feeling about it? 

Mr. Seeutn. There is no question about it. It wouldn’t exactly 
affect the dairy industry directly, but indirectly, due to the fact it 
would prevent diverted acres being put in the dairy business. 

Mr. Jenninos. Mr. Chairman, may I ask a question ? 

Mr. Anerneruy. Mr. Jennings. 

Mr. Jenntnas. We have heard considerable testimony that we 
should have support prices, and you testified that we should continue 
flexible supports to a level to prevent serious harm to the farmer. 
What setel de you think that should be at? 

Mr. Sreutn. Well, I know of a lot of farmers today that are getting 
along very well in the dairy industry. 

I have a young neighbor, a farmer, my very close neighbor, who I 
suppose has had the greatest amount of misfortune in the past 6 
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ears that anybody has ever had, yet today, due to the fact he has 
Seon testing cows and has a pretty good herd, he has gotten along 
quite well under the 75-percent support. 

Then again we have some people whom I question if with 100 per- 
cent support would be able to get along. It is going to vary, I think, 
in different sections of the country, where prices, perhaps, may be 
different, and types of manufacturing of dairy products different. 

Mr. Jenntnes. You do not recommend a different support level for 
different sections of the country, do you? 

Mr. Sxeurn. It would be impossible to do that. 

Mr. Jenninas. I think so, too. 

Mr. Sreutn. Yes, sir. 

a JENNINGS. What would you recommend, would it be 75 per- 
cent 

Mr. Seevtn. I don’t know. Originally, when this program was 
first started, I thought that 8214 percent probably would have been 
better than the 75 percent floor. 

I think probably, over the entire Nation, maybe that would have 
been a better figure. 

Mr. JENNINGS. 8214 percent? 

Mr. Seeurn. That is right. 

Mr. Jenninos. Do you think that would not be high enough to kee 
the inefficient operator in production, and yet it will be high nit 
to keep the efficient operator at a level that he might be protected ? 

Mr. Seeurn. I think it would help him a lot; yes, sir. 

Mr. Jennings. So you recommend 8214 percent? 
om Seeurn. I think that might be a little better than the 75 percent 
evel. 

Mr. Jenninos. By the same token you think 90 might be better 
than 8214. 

Mr. Srevurn. As soon as you get to 90 percent I think you will en- 
courage other people who are not now in the dairy industry, to become 
interested in the dairy industry. 

Mr. Jenntnos. Fine. Thank you. 

Mr. Lairp. May I interject ? 

Mr. Asernetuy. Mr. Laird. 

Mr. Larrp. I want to point out that I did not concur with the new 
parity formula which was approved by the Congress, and the House 
Agriculture Committee had certain amendments that would prohibit 
the changeover to the new parity system, but they were not concurred 
in by the Congress or by the committee. A raise to 8214 percent today 
is a 214 percent increase, because manufactured milk is at 80 percent 
today. 

Mr. Secuin. Of course, the trouble with your parity program—you 
say 821% percent, that is on a national average, 1s it not? 

Mr. Latrp. No. The support level on manufactured milk is at 80 
percent. 

Mr. Sxeurn. 80 percent? 

Mr. Larrp. The national average on the parity level on milk is 
higher than that. 

r. Seguin. 86 percent. 

Mr. Larrp. Because you are taking in a lot of fluid milk areas. I 

am talking about manufactured milk, which is supported. 
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Mr. Seeurn. The trouble with your parity program, as respect to 
different parts of our country, there is a tremendous difference in it. 

In some places they are receiving a minimum and other places, of 
course, in your fluid milk, it is much higher. 

Mr. Latrp. Fluid milk is not supported. 

Mr. Seevrn. Of course that isn’t. 

Mr. Lairp. It is supported through Federal orders, under a little 
different system. 

Mr. Sravrn. What the farmer gets is of greater return and that, of 
course, hurts the fellow who feels he is being penalized, because he is 
not on the fluid market. 

Mr. Asernetuy. Thank you very much, Mr. Seguin. 

Mr. Dell Whelan. All right, Mr. Whelan. 


STATEMENT OF DELL WHELAN, A FARMER, MONDOVI, WIS. 


Mr. Wuetan. I am from Buffalo County and I live down here in 
Mondovi. 

Mr. Anernetay. Your name is Whelan? 

Mr. Wuetan. That is right, sir. I run an estate farm, 535 acres, 
and milk 60 cows. My milk goes to Land O’ Lakes Creamery, and is 
made into butter, so that my income is about 80 percent from dairying 
and about 20 percent from hogs. 

I have a list of points that I would like to make about our county. 
I took them from the Buffalo County census and the Wisconsin Crop 
Livestock Reporter. 

Iam acrop reporter to the State department of agriculture. 


In all of the livestock economy today the dairy farmer is probably 
the best off. Milk prices have gone down about 10 percent in the last 
2 years, while your livestock prices have gone down 35 percent, espe- 
cially hogs, maybe gone off 60 percent, let’s say. 

In Buffalo County there are 26,000 cows, about 1,700 farms, and 
the average production for those cows is about 7,000 pounds of milk 
at $3 a penny ae and that would make you about $210 gross per 


cow. I took some figures from Feeds and Feeding, and they figure a 
dairy cow at that level of production costs you $110 to feed her, and 
you have about $75 other costs, and that would give you with about 
$100 work on that cow about 36 cents an hour on your labor. I am 
contrasting that with a particular case I know of, where a farmer 
milks 26 cows and has a production of 420 pounds of butterfat and 
14,000 pounds of milk and shipped 300,000 pounds of milk with a 
gross income of $11,000. That income does not make any difference 
what level you set parity at. If you set parity at any level it wouldn’t 
hurt him at all. What you work at is gross volume of milk produced 
perman. That is what you are after. How much that man can put 
out. Some of your farmers are putting out under 1,000 pounds of 
milk per man, and they can’t make it. That is only $3,000 gross. If 
you figure out the cow on a county level of 7,000 pounds of milk, you 
can only make $30 profit. The other case would make $190 a cow. 
You see, the other farmer keeps 6 cows to his 1 to make the same 
amount of money. 

In Buffalo County, only 37 percent of the farmers’ income came 
from milk—I didn’t think it was that low, I thought it was higher, 











288 INVESTIGATION OF DAIRYING, 1955 


I took that from the census—56 percent of the income comes from 
livestock and livestock products. 

I admit that income is going to be off this year, but I think a large 
percent of the reduction is going to be due to the hogs. Hogs are sell- 
ing at 1144 cents today on the buying stations in our county, and I 
think the Government policies on crop controls are largely responsible 
for the hog situation. 

I think that dairying is a lot better off than the rest of the livestock 
economy, even at 75 percent. Hogs, I imagine are around 55 or 60 
percent today. I think the hog parity level is 21 cents. 

You wonder why I talk hogs when I am a dairy farmer? But my 
milk income pays my two hired men and my monthly expenses. Where 
I get my free money is from hogs. That is a kind of an economic 
characteristic in our community. You raise a lot of hogs to pay your 
taxes, and it is going to take a heck of a lot of hogs to pay my $1,700 
taxes this year. You figure hogs at $24 a hog. Two years ago I was 
getting $60 a hog. That is a point I think Congress could help the 

airy farmer on. I lived in other segments of the economy. I lived 
out in Virginia, Loudoun County. I know the situation in the Vir- 
ginia Milk Harvesting Association pretty well. 

I lived in Iowa and produced milk down there, so I know the situa- 
tion in Iowa. 

I think basically you need—Virginia keeps the Midwest milk out by 
having steam sterilization. Well, that is all right. It is legal. It is 
O.K. But the farmer takes a big investment to get into dairying out 
there. The milkhouse runs from $10,000 to $12,000 out there. I 
think you need a grade A milk marketing order where transportation 
would be your only differential, the cost of your transportation to your 
market would be the only thing that would keep it out. 

Of course, my milk goes for butter, AA butter, Fancy butter and 
Wisconsin cream. I think there is a need for a standardization for 
quality of butter, premium products for premium price. 

Right today the thing going for premium price is cow butter. Big 
supermarkets like carloads lots of butter, buy them cheap and put a 
special on them; see? 

Another thing I think is unfair, to me, I use $1,200 worth of gaso- 
line a year, and I have to pay a 2-cent tax on that gasoline for my 3 
tractors, to pay for roads. Thatisn’t fair. I don’t oe how we ever 
got there, but we are there. 

I would like to be able to reply, just like the State where I get my 
money, 6 cents back—I send it in every 3 or 6 months and get the 
money back. I think you are doing something about increasing spe- 
cial lists. I know in Buffalo County we have a new man working 
with low-income farmers, a new assistant county agent. I think there 
is a need for more of that. 

We had our county agent in a big county, and he couldn’t begin to 

et around. With two men we cannot begin to help these poor farms. 
i don’t mean help, pricewise, but help on how to increase production 
of cows or produce better crops. You can’t get it with two agents in 
acounty. You can’t get around it that quickly. 

Another thing, I believe in this PMA. I don’t know what you call 
it. They change the name every year. I feel that you ought to earn 
your payments by credits, so that you get $100 worth of credits, the 
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Government will pay all the costs. It is a cost-sharing at the present 
time. That would force the farmer to get down and earn each dollar 
he gets from the Government. Today it is not quite that way. 

Another thing, I think, if you have been watching the markets, they 
go up and down, the hogs Monday were off $1.25, primarily due to 
receipts. I think you legislated in regard to the soybean market and 
you said ee can’t go down any more than 10 cents a day, but 
vou let the livestock market fluctuate. 
~ When hogs drop $1.25 that is a 10 percent drop in 1 day of total 
cost. 

Mr. Apernetuy. I think you have a different situation there from 
the way you have interpreted it. The gambling market, when they 
are playing the board, it cannot drop but so much. 

Mr. Wuetan. So much. 

Mr. ApernetHy. The maximum on cotton is 200 points a day, which 
is2cents. But that is on the futures market, the gambling board we 
call it, on spot cotton, the actual product itself, there is nothing to stop 
it from going down even more. 

Mr. Wuetan. I see. I didn’t realize that. I am glad to get that 


oint. 

’ I do think there tends to be a terrific amount of fluctuation in live- 
stock prices, especially, and I think the farmer himself could do some- 
thing more cooperatively to control his market. I don’t know how— 
everybody turns to Government. I think the farmer himself could 
establish marketing boards, let us say, where he could in some way 
control these terrific receipts, Chicago, 32,000 Monday; Minneapolis 
and St. Paul, 26,000—those kind of receipts. 

To summarize, I would say—I wish I could bring along, each wit- 
ness could bring along an operating statement, as it would be interest- 
ing if you had each witness present an operating statement, to actually 
show you that the farmers are getting to the point where we don’t have 
to pay income taxes. That may sound funny, but I don’t have to pay 
any income tax. I am not proud of it, but we don’t because the net 
income is not high enough to have to pay any. And I think you are 
going to find a large number of farmers, at least, in my county, won’t 
have to pay any income taxes. 

Mr. Jounson. That is not good for the country. 

Mrs. Knutson. No; it is not. 

Mr. Wuetan. I don’t know—you like people to pay taxes, do you? 
They pay your wages. 

Mr. ABERNETHY. They are not too happy about it. 

_ Mr. Wueran. I personally, sir, would like to be able to pay an 
income tax. 

Mr. Asernetuy. Of course, you would. 

Mr. Jennineos. That is right. 

Mr. Wuetan. I think the farmers are getting to the point this year 
where they won’t have to. I think I will leave my testimony at that. 

Mr. Jounson. Are youa son of Allen Whelan ? 

Mr. Wuetan. Yes, sir. 

Mr. Jonnson, Allen is a oe friend of mine. I am glad to hear 
_ nen eelmany: I knew him down in Fond du Lac County; is he 
still there 
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Mr. Wuewan. Yes, sir; he is the county welfare director there. 
Mr. ABERNETHY. Gentlemen, we are running behind time, and I 
would like to ask the witnesses to make their testimony a little briefer, 
if possible. 
r. Howard Carpenter. 


STATEMENT OF HOWARD CARPENTER, MANAGER, DAIRY COOP- 
ERATIVE CREAMERY, AND PRESIDENT, DAIRY COOPERATIVE 
INSTITUTE 


Mr. Carpenter. Mr. Chairman and honorable members of the 
House Committee on Agriculture, my name is Howard Carpenter. 
I am the manager of the Dairy Cooperative Creamery and president 
of the Dairy Cooperative Institute of this area. 

My testimony: The history of price stabilization programs in the 
dairy field consists of the two programs first of market orders and 
since the war of purchases of dairy products. There have been prob- 
lems in both of these; in market orders the Department has gone too 
high with class 1 prices and too low with end-use prices, thus unreal- 
istically encouraging production. As to purchases of manufactured 
dairy products, it will soon be 2 years of the same price level of 
buying which has tested the market reaction in many ways but has 
been of itself too low to give our producers a satisfactory return and 
a safe economy. We wish to state firmly that this period of 18 months 
of too low an income has put a severe strain on our producers who 
are being hurt more severely every month that passes. 

We believe that our criticism of the market-order errors has been 
adequately presented to this committee by Mr. Nick Fabricius and 
others. I shall confine my remarks to our views relative to problems 
as we see them relative to the price-support program. In any event, 
considering the size of the dairy business in the United States, the 
cost of our price stabilization programs has been considerably less 
than that of the cotton and wheat programs. We feel that the need 
of dairy products as attested to by all dieticians and others fully 
justifies the cost of the a support program. 

We want to say some things for the price stabilization program 
that we have. It is built upon surplus purchasing and handling, and 
we are unanimous that any future plans must have this feature as a 
fundamental part of its foundation. It must have additional fea- 
ey to the end that milk producers get an adequate return for their 
milk. 

The price-support program has certainly been effective in keeping 
a steady floor under manufactured dairy products, although, as we 
have stated before, the producers have not had adequate returns, but 
consumers have had a fully adequate supply of manufactured dairy 
products at a low price. Producers, dairy plants, and buyers of dairy 
products have known what the prices would be for long enough 
periods of time so they could set up a satisfactory program of pro- 
curement and sales. The surplus has been handled and well managed. 

In addition the Congress and Department of Agriculture have put 
into effect plans and programs that have resulted in a large utiliza- 
tion of milk and milk products in our schools. We are also very much 
pleased with the objective procurement of milk powder for the school 
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program that is now in effect. The Department. of Agriculture has 
assumed responsibility for utilizing as much nonfat milk powder in 
the school program as is possible. We firmly believe that in peace- 
time we must look to utilizing the bulk of our surplus milk within 
the United States, 

In this connection, we look with favor on the “action” programs 
that would better utilize the surplus. We are also unanimous in 
opposing any further lowering of prices to increase sales. 

Becanse of the above factors and the others that have been pointed 
out to you by other representatives of the dairy industry, we believe 
that the additional support that our producers need should be made 
possible by building upon our present program or, possibly, adding 
another program to it, which might be feasible. We see no objection 
to two programs doing the job, and we believe that this would be 
effective. Subsidy payments could be made at the plant level or 
the producer level, or milk powder could be further subsidized. 

We would like to sell more of our milk in fluid form, but the pat- 
tern of market orders and the price-support program have the effect 
of channeling more and more of the nonfat portions of our milk into 
nonfat milk powder. Several years ago this group advanced the 
program of subsidizing the nonfat milk powder sold to bakeries. 
While the dairy industry looked with favor on this proposal, the 
bakers were not ay for it. We still feel strongly that the baking 
industry could use all of the balance of the surplus nonfat powder to 
the advantage of all the American people and we believe that we 
should continue to work on this problem. 

In connection with dairy support programs, the question naturally 
comes up of tailoring the production to more closely equal the market 
needs. ie the dairy field the product milk cannot be stored but only 
manufactured products and byproducts, so we must at all times have 
a reasonable surplus. With nutrition needs what they are and world 
conditions as exist today, we are in favor of having an adequate sur- 

lus and reserve of dairy products. We do not subscribe to plans of 
bringing up prices by working ourselves into a position of net 
searcity. 

In this area of Wisconsin, we do have the greatest reserve of grade 
A milk in the United States, and we wish it were better utilized 
on the fluid milk markets, but here we must make the point that to 
date we have seen no satisfactory program of production controls 
or marketing quotas for dairying. The program would have to be 
first acceptable in the areas that have restricted devices to keep milk 
out. What limits would be accepted there? 

Also, a lot of the surplus is produced by farmers having less than 
we ine. who are marginal as to quality. What can be done with 

ese 

An objective study of the national total need of milk and its prod- 
ucts and ways of keeping the reserve both adequate and reasonable 
should be faced by all dairy producers. It would be possible to have 
a program worked out for controlled production on our dairy farms, 
but I believe that it would have to be related to milk quality and cer- 
tainly presents a lot of difficulties both as to getting acceptance and 
as to administration. 
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We have spent considerable time and study on the several pro- 

s offered. for dairy agriculture. One of. our members favors 

e federation self-help plan, but the rest of us feel that it would be 
a dead-end street. The board would start buying but would have 
to back away as its inventories built up. The Government would 
not then have to worry about our surplus and would drop us and 
distribute the surplus fron other segments of agriculture. 

Many advocates of this self-help plan feel that they could dump 
the surplus willy-nilly on the rest of the world, but we know that 
Congress and the State Department would never permit this, and we 
feel that it would present enormous jobs of collection, which would 
put many plants into an unfair competitive position. There is cer- 
tainly no assurance that support levels would be as high or higher 
than at present, and we do not feel that the general public would give 
us any consideration because of it. Why should they, with class 1 
prices going — and also likely the retail price of manufactured 
dairy products 

We have to give a careful look at any price support mechanism 
offered because it would be possible through them to have dairying 
more divided than at present and with a worse por re in our dairy 
groups at the same time that other groups in other areas were more 
prosperous. For the foreseeable future, we believe that our price- 
support programs must be built upon the foundation of our present 
plan and as many improvements as are possible added to it. 

We feel that an auxiliary program to our present one could be set 
up possibly on a powder subsidy deal or on subsidy payments at the 
plant level or producer level so that our producers could receive the 
90 percent of parity that they should have. We do not look on this 
asa final program. We must weigh all possibilities of getting a better 
plan, but we repeat that we feel we must have a reasonable reserve 
or surplus which is important to all the American people, and we 
must have programs so that this reserve does not break the back of 
our producers’ income. 

e wish to aoe our appreciation to Congressmen Lester Johnson, 
Melvin Laird, August Andresen, and Mrs. Coya Knutson for bring- 
ing this committee to this dairy community, and we want to thank all 
of you for coming and assure you of our willingness to cooperate 
with you at all times, on behalf of the Dairy Cooperative Institute. 

Mr. Asernetuy. Thank you, Mr. Carpenter. 

Mr. Asernetruy. Mr. Laird. 

Mr. Lamp. Mr. Chairman, this is Mr. Ignatz Lange from Marathon 
County. He is one of my constituents, and won the master farmers’ 
award in 1952 and the Scully award in 1948, and the honorary award 
from the college of agriculture as a farmer in 1954. He lives in 
Marathon County and operates a very fine farm. 

Marathon County is the third largest milk-producing county in 
the United States. 

Mr. Asernetry. May I congratulate you, sir, and say it is a real 
pleasure to have such a distinguished citizen to appear before this 
committee. 
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STATEMENT OF IGNATZ LANGE, DAIRY FARMER, ROUTE 1, 
MARATHON COUNTY 


Mr. Lanep, Thank you very much. 

Mr. Chairman and members of the committee, I do not know why 
I am up here—I feel better back there in the seat. 

Mr. Asernetuy. Shall we move back there with you. 

Mr. Lanegr. I have a little hunch, and I didn’t write down my talk, 
but I am a little nervous. But, after meeting your people yesterday 
I feel a little more at home. I found out yesterday that you have your 
troubles, and I have mine, and I think we all have our troubles. 

I think by the time I will get through here I will feel better. 

What I would like to do is to bring before you people here that there 
is something wrong somewheres, and what it is and where it is, I do 
not know. Iam not blaming you people for it. I am not coming up 
here with a chip on my shoulder or a bone to pick. 

I have been a farmer all my life, and I have been born and raised 
on the place that I live today. I started out as a bachelor. I started 
out on 125 acres of land and have a very big family now, which goes 
to prove we lived a happy life, and are living a happy life today, peo- 
ple. We have a family of 12, and sent every single child to high 
school, and we have sent 1 boy 2% years through the university. 

In 1932 I bought my second piece of land, and we paid for it. In 
1946 we bought another 120 acres and we paid for it. In 1948 we 
bought 200 acres and we paid for it. A little while later we bought 
a 200 acres and we paid for it. And we sent all our kids to 
school. 

Today I am sometimes sorry to say I am ashamed of myself to call 
our family together and put the cards on the table and talk over finan- 
cial problems. We have sent one girl to nurse’s training school and 
she is a graduate nurse. We have another girl working for the Em- 
ployees’ Mutual. We have another one working at the Holy Cross 
Hospital as a bookkeeper, in Merrill. We have a son down at the 
Elm Grove Stock Farm in Illinois. 

I want to tell you people, today every single dollar that our four 
kids earn I am borrowing from them in order to hold what we had 
at one time paid for. 

Now there is something wrong, people, and where is it? I am just 
asking this question. I am not blaming you people for that at all. 
I think I represent, or can represent, all the dairymen of the State 
of Wisconsin. 

Tama little ahead of my talk. I should have told you who I am. 

I am a dairy farmer from the State of Wisconsin. The reason I 
am telling you this now: I represent a lot of people from our State. 

I was president of the co-op elevator at home for 9 years and I 
resigned. 

I have been president of the PCA, Production Credit Association, 
for 22 years, and I am a charter member of the Farm Home Admin- 
istration from the first day on. 

I am a member of the Cash Crop of the State of Wisconsin. I am 
secretary or treasurer of our local co-op cheese factory. 

It is pitiful sometimes when I get these statements. We have state- 
ments out there where your statement isn’t hardly big enough to put 
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all the assignments down that the people have to sign. So help me 
God, we got people there that don’t get enough money in their state- 
ments that they can pay their electric light bill with, and they are 
sending four kids to school. 

Just what is wrong and what is going on ? 

I have some of these 11-cent hogs. There is another thing I am 
sorry to mention. 

I sold a few hogs last Monday, and I got penalized on every hog 
1 sold—and I will tell you why. 

We had quite a few hogs a few days back, and they were worth 1414 
cents a pound and everybody thought the price was bound to go 
up. Everybody held them until they got a little heavier, and the 
No. 1 price was 195 pounds to 265, and so we held our hogs a little 
longer and the price went down and down and keep on going down, 
and so Monday I sold my last hogs—and one of them got away on 
me—that was a little too light. I want to keep it myself. got. 
penalized. It was 170 pounds and wasn’t heavy enough. Some 
weighed 260 pounds and I got it in the neck again because they were 
too heavy. What are we shooting for, anyway ? 

Folks, once in a while I do, maybe, disagree a little bit. We are all 
talking parity. I don’t want to mention parity. I don’t want to 
mention no selling. It is is not alone what we are getting for our 
products, it is what we are paying for what we buy. That hurts us 
more than anything else. 

In 1946, in 1947, we had grassland day on one of our farms. Let’s 
say there were 7,000 in attendance. I bought a chopper at that time 
and I paid $3,300 for that chopper. 

Today that same chopper weighs 600 pounds less and they charge 
me $400 more for it. 

Where am I going to take it from? I can’t shake it out of my 
shirt sleeves. It is something, people, I am not blaming this com- 
mittee for. I don’t know who to blame. Maybe I am the fault of it. 

And we are going this way from one and to the other. I am going to 
cut my story here very short, people. As I say, I represent a bunch 
of people from home, and I am happy to be with you folks here. 

te going to make one more statement now and then I am going 
to quit. 

T do not like to step on anybody’s toes. I might, when I make 
this statement, but forgive me if I do: 

I think it is the labor union today that is breaking the agriculture 
industry. Things are so high that we cannot pay for it any more, and 
let’s not forget, people, agriculture is still the backbone of the world. 

Thank you, ile. 

Mr. Dacor. It was a good statement. 

Mr. Asernetuy. Mr. Lange, I am glad that you came, and I am 
glad that you did not have a prepared statement. It is not with 
any criticism that I prefer to have prepared statements, we all do 
that. I think, however, one always does better when he comes and 
speaks right from his heart and fresh from his mind, as you have done 
this morning. 

You need make no apology for the last statement that you made. 
T have no criticism to make of those who have organized. They 
have done it to improve their own economy. But I do say that 
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when costs go up, Wages go up, steel goes up, everything else neces- 
sarily has to go up, as you have pointed out, of course, and that makes 
vour tractors go up and your combines go up and your milking 
machines go up. 

We need not kid ourselves to think that that is coming down—it is 
not coming down. You agree with that, do you not? 

Mr. Lange. I do. 

Mr. Apernetuy. So the only way in the world that your problem 
can be solved is that you have to have some sort of increase to meet it. 

Mr. Laneg. That 1s right. 

Mr. Asernetuy. That is the only way it can be done. I am no 
magician, and neither are any sitting at this table, but I just do not 
subscribe to the idea or the suggestion that bolstering farm prices, 
and even the leveling off of them are going to help this situation that I 
read so much about. I said a moment ago that I think the farm 
economy is shaking, and I am blaming no individual or no group of 
individuals. However, it is in a mess. 

Mr. Lanee. That is right; 100 percent right. 

Mr. AperNETHY. And the sooner we all recognize it, and I think 
everyone at this table does, the sooner we might, I do not know when, 
but the sooner we might be able to do somethink about it. 

You came to testify; not me. I am sorry. 

Mr. Lanee. I would like to make one remark here. 

It has been said so often that you can’t keep anybody on the farm 
today. I haven’t got that trouble, people. I have got that met, and 
I am not breaking myself. 

A month ago one of my sons got married and he was willing to stay 
on the farm and I told him, “Reuben,” I says, “No,” I says, “You 
have got 3 sisters working out with a dinner basic investment of 
about $2. When they come home evenings they have three times as 
much cash in their pockets as I have. Go out and try to get a job.” 

He is working for a construction company now. I tell you one more 
thing, and that is, to tell you that our people have always been farm- 
ing-minded. I believe our family at home has the record of any 
family in the State of Wisconsin as far as 4-H work is concerned. 
We have. Our family has just about got 100 years in 4-H work, 

I have another son-in-law who is the manager of the St. Mary’s 
Hospital farm in Wausau. That goes to show that they are all farm- 
minded. We do not carry all our eggs in one basket. We have a few 
chickens and a few hogs. Years ago, I could take a cowhide and go 
to town and buy shoes for the family. Now I have to take six hides 
to buy myself shoes. 

I sold a hide and got $2.20 for it. You can’t buy a baby slipper 
that long [indicating] for that now. Where are you going to get the 
money to buy that? 

We have 2,000 laying hens. We pay 35 cents for a baby chicken 
when we buy it, feed it for 5 months before it lays an egg that big 
[indicating] and have that hen 6 more weeks before they give us 
a decent price for eggs. 

We take the eggs to town. We have the expense of buying chickens, 
paying for feed, broodhouse, and all those things. Then we take these 
eggs to town and what do we get. Four cents apiece for them. 
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The man that buys them and delivers them and sets them on the 
table, he gets 11 cents for them and don’t furnish the crates. He gets 
11 cents and we pay for producing them and get 4 cents. 

Mr. Anernetuy. Thank you, Mr. Lange. We dislike to interrupt 


you. 

Mr. Roy Hagen? I might announce the witnesses henceforth will 
have to be limited to 5 minutes. .Mr. Hagen. 

Mr. Larrp. Mr. Chairman, I would like to say, before Mr. Hagen 
starts in, that he is a constituent of mine from over in Wood County. 
He has a large family and has raised a family of 12 fine children. 

Mr. Azserneruy. All right, Mr. Hagen. 


STATEMENT OF ROY HAGEN, A FARMER, WISCONSIN RAPIDS, WIS. 


Mr. Hacen. Mr. Chairman and members of the committee, my name 
is Roy Hagen, route 4, Wisconsin Rapids, Wis. I am a dairy farmer. 

I think that any program that is undertaken by the Government 
should give the individuals in the dairy industry at the present time 
an Sapte of surviving, to provide for themselves a living, in that 
industry. 

I aloo think that we have to consider the consumer as well as the 
producer when we consider this dairy program, because the consumer 
is very essential to the dairy program. 

I think that we have to consider this idea of bringing prices to the 
consumer at high levels——— 

Mr. Apernetuy. May I interrupt you there? 

You probably are just as familiar with the facts as any of us, but 
the facts are that the consumer is purchasing food today as cheaply 
or cheaper than he ever purchased it in his life, in accordance with the 
hourly wages. In other words, for an hour’s work today a man pur- 
chases more food than he could ever purchase in the history of this 
country. 

Mr. Hagen. That is an average? 

Mr. Asernetuy. That is an average. 

Mr. Hacen. What about those below average? 

Mr. Asernetuy. I do not know about that. There has always 
been somebody below average. The facts are a man purchases with 
an hour’s labor today more food than he could purchase before in the 
history of the ennai: 

The panne That is not farm labor. That is factory labor, 
isn’t it 

Mr. Apernetuy. Yes, sir. 

Mr. Hagen. I will have to go to my notes here. 

Mr. Aserneruy. All right, sir. 

Mr. Hacen. The present and past farm policy has only created 
bulging warehouses and in some instances, empty stomachs. 

In 1933, we embarked on a farm policy of acreage allotments and 
productive controls. 

After 9 years of plowing under corn, wheat, and cotton and killing 
little pigs and slaughtering cattle, the secretary of the selective-service 
board made the statement that 50 percent of our youth at the age of 
conscription were unfit for military service because of malnutrition. 

Mr. j pirthitcohd I do not agree with that. I do not think that—and 
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I do not want you to misunderstand me. I do not think the average 
American boy was unfit for military service. I think the people of 
this country have been pretty well fed. . ; 

Mr. Hagen. Let’s take a position of about 2 weeks ago in the city 
of New Orleans. 

Two children who have spent their young lives ravaging garbage 
cans for a living, with the last request for food on their lips, passed 
from this earth. 3 

I don’t think this is a situation of overproduction, I think this is 
a situation where there should be a direct subsidy pores to pro- 
ducers and let the commodity set its own value on the market place. 

Past and present policies have taken us down a road toward aristo- 
cracy and peonage, with production controls. We have supported 
and promoted larger and larger farms, which in turn import labor 
from south of the border. 

It is not our desire to eliminate these small operators, but I think 
we should give them an opportunity to provide for themselves and 
give them a place in agriculture, and I think if it is necessary that 
we have production controls—I do not believe in it—but, if it is 
necessary that they have to come, then I think there should be some 
consideration given to the small operator who depends entirely upon 
this agriculture for a living. 

And that is the end of my statement. 

Mr. Apernetuy. Thank you, Mr. Hagen. 

Mr. Henry Meier. You have 5 minutes. 


STATEMENT OF HENRY: MEIER, A DAIRY FARMER, MERRILL, WIS. 


Mr. Merer. My name is Henry Meier. I live in Merrill County, 
and operate 360 acres and have farmed for 35 years, including the de- 
pression of 1932 and 1930. I am milking 60 cows now. 

Naturally, that 75 percent of parity makes little difference to me. 
My total income comes from just my cows. When the shoe pinched 
a little bit, I thought if a person went out to see how the rest was 
getting along, he might find something. 

I interviewed 50 other dairymen. And 40 of them said “We have 
to add cows. A few more cows, that will help us meet the payroll 
when she comes around.” 

So out of them there 50 that I talked to there was 3 of them that 
said “We will get along.” The rest of them said, in plain English, 
“When = get hungry, they will pay us.” 

Out of them 40 farmers, pretty near everyone said they had to add 
more cows. That does prove to a person that it doesn’t help with 
overproduction, to put it down on the lower keel. 


In the first place I feel that a farmer isn’t a bad class of a person, 
and he shouldn’t be out of line with anybody else. I kind of feel 
when they start paying them off 75 or 80 cents on a dollar, a dollar 
to him should be as good as a dollar to anybody else. So parity should 
be set, when it is set, in case they put it at 90 percent of parity, or 

t 


something like that, so that it isn’t twisted around that it ends up 
at 80, 82, or 83, or something like that. 
You hear a story every once in a while that the farmer doesn’t have 
to put quite as many years into it, and don’t spend money for school- 
69970—56—20 
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ing; but, on the other hand, his life of experience in there gets to be 
pretty expensive schooling that is worth a college education to a great 
many people. 

In the second place, I think milk is worth a lot more consideration 
than probably tobacco, and a few of them things. 

Milk is something we have to have to raise a family, and it is mighty 
important in a lifetime. 

I also agree with this old farmer that was up here a little bit ago 
that said something was wrong, that it is costing us a little too much. 

Mr. Asernetuy. May I interrupt you there ? 

I think you are right in your statement, milk is entitled to exceptional 
consideration. 

The facts are that even under the present situation, it is now 
getting such. Large quantities of milk and milk products are being 
purchased and given away by the Government, but that is not true of 
tobacco. The Government has appropriated a very large sum of 
money to distribute free milk through the school-lunch program. 
There is that extra something for which you appeal. 

Then you have your distribution of milk, surplus milk, in the 
Federal service hospitals, and the brucellosis campaign. So again is 
that extra something that now in the various Government programs 
being given to milk whereas, such is not available to basics, cotton, 
corn, wheat, rice, tobacco, and peanuts. 

Mr. Merer. There can be a lot done on the school-lunch program yet. 
We know there was quite a little money appropriated that hasn’t been 
put out. I mean, the money is there, and—— 

Mr. Azernetny. That is not because of the Government. It is partly 
because the States have not moved in and taken advantage of it. That 
is where that trouble is. 

Mr. Meier. That is right. 

Mr. Averneruy. There is that extra consideration that is given 
to milk, to the milk program, which the other programs do not have. 

Mr. Meter. I got to agree with this farmer that also said there is 
something wrong between what we buy. I bought a tractor last 
week and figured out how much milk I have to milk to pay for that 
thing—$3,000 tractor, three bucks a hundred—figure that out once. 
That is 100,000 pounds. You are getting up where it takes an awful 
lot of pulling tits to buy one tractor. 

A fellow came in the other day and said he saved up deer-hunting 
money and got two veal calves for it. But he said he is not going to 
go deer hunting on that, instead, he went over to buy plow shares. 
He had to go home and start all over again so he could get ready to 
go deer hunting. I think that was the most painful thing I could 
think of. I do think there could be a little done here. I do think 
there should be a direct subsidy put out now, and go ahead and help 
us through this crisis a little. I have to say that you could run into 
a hole a lot faster today than you could at any time in the thirties, 
if you don’t want to handle your operation awfully carefully, because 
you have an awfully large overhead. You have fixed expenses that 
are there and you can’t change them, your light bills, telephone bills, 
and hired people, and so forth. You can’t hire them cheaper when 
milk goes Pa because they tell you “I can get it someplace else.” 

I think we should have a direct subsidy, and it should be paid 
until we are over this crisis. 
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I think the dairy farmer wants to be pe Fm and they are glad 
to go on the self-help plan as soon as possible. It is something that 
can’t be done overnight. I don’t think that it would cost the Gov- 
ernment an awful lot of money, through a direct subsidy payment, 
providing they handle it right. 

Everybody in the dairy business wants to go in. Only subsidize a 
man producing milk before, who sets himself a base. If he sets a base 
at 500 or 100 or 1,000 pounds a day and has done that every day for 
the last 3 years, take an average, and only subsidize him up to that 
much, but still help him over the crisis, and it isn’t going to run the 
Government in a hole; it isn’t going to get some inillionaire out there 
to spend some on cows and sure betting to make 20- or 30-percent 
interest. 

Mr. Anernetuy. I hate to cut you off, but I have 20 people here, and 
I am sorry, but I thank you for coming by. 

Mr. Meter. Thank you. 

Mr. Aperneruy. Mr. Gilles? 

Mr. Jounson. I do not want to take Mr. Gilles’ time, but I want to 
tell you, Mr, Chairman, Leo and I have not been raised together, but 
I expect we spent a great many years together. He is from my home 
county, Jackson County. 

Mr. Apernetuy. You help each other. 

Mr. JoHnson. He isa good farmer. He is not one of these marginal 
farmers. I can tell you that. I have been out on his farm. 


STATEMENT OF LEO P. GILLES, A DAIRY FARMER FROM ALMA 
CENTER, WIS. 


Mr. Gities. Mr. Chairman and gentlemen of the subcommittee, I 
surely am one of Lester Johnson’s constituents and Lester and I are 
both Pure Milk Products members, and we belonged on the local board 
and we went to quite a few meetings together, and we had some good 
times. 

Now tomy report. I want to assure you, gentlemen, and Mrs. Knut- 
son there, that I am in financial trouble, in operating my farm. 

I have 2 boys at home: 1 works out most of the time. We have in 
the neighborhood of 26 cows, and 160 acres of land. 

We have a lot of work in connection with these cows. Now, I want 
to bring this point in, that dairying involves a lot of work and, then, 
to get underpaid doesn’t seem very good. 

We have different neighbors that finally either need help, or cut 
down on their herds so they can continue farming. Now, to prove 
that I am not alone on this financial squeeze, I know of quite a few 
business concerns that deal with farmers that have accounts that are 
uncollectible. I happen to be the president of Hixton Cooperative 
Oil Co., and we have an immense amount of accounts, and we might 
have to be forced to go on a cash basis. Now, just 5 or 6 years ago we 
had about $20,000 on the books on accounts, now it is more than double. 
What is going to happen if this condition continues ¢ 

Now, I also know that there are other neighboring cooperatives that 
are even worse off, on account of these accounts receivable, than Hixton 


Oil Co. 
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T lay this all to Benson dropping the support to 75 percent of parity. 
This condition of the farmer is going to spread until it is going to be 
in quite a proportion. 

ou gentlemen are more acquainted with what labor is getting. 
You know labor gets a raise—— 

Mr. AperRNETHY. Just 1 minute. 

Mr. Gities. One minute left. Labor gets a raise once in a while; 
steel mills follow suit, farm machinery companies follow suit, and 
the farmer cannot buy new machinery now. 

Now, money invested in buying butter, cheese, and non-fat-milk 
solids amounts to less than 6 percent of all money invested in support- 
ing agricultural products. e never produced over 8-percent sur- 
plus, while some other farm groups have produced twice as much as 
we need in a year. Why make the dairy farmer the guinea pig? 

T think it is a shame that so many eae don’t participate in the 
school milk program, like they should. I see that it is a very small 
percentage that participates. Why not cut out the redtape and give 
the grade-school children milk ? 

rs. Knutson. That was a good statement. 

Mr. Anernetuy. Thank you, Mr, Gilles. 

Mr. George Zempel. I would like to state that I hesitate to cut wit- 
nesses off, but our time is so limited and there are so many, many people 
on this list that I am going to have to drop the gavel every 5 minutes 
and take a new witness on. I am doing that for one purpose only, 
and that is to assure everyone whose name appears on this list an oppor- 
tunity to testify before this committee. 

All right, Mr. Zempel. 


STATEMENT OF GEORGE ZEMPEL, OSSEO, WIS. 


Mr. Zempet. Mr. Chairman and committee members, I am George 
Zempel, and I operate a 200-acre dairy farm in Eau Claire County, 
Otter Creek Township. My 25-year-old son and I work together in 
the operation of the farm. 

We have found in the operation of our farm at present prices for 
milk that we are having trouble in meeting the high costs of machinery, 
gasoline, tires, fertilizer, and repairs; living costs and farm operating 
costs are at high levels as at any time and our returns are low, prices 
of farm products are too low, when we try to make the income cover 
expenses. 

believe we should have a long-range plan that lets the dairy farmers 
handle their own marketing program. This will require laws to per- 
mit it and the furnishing of ances to put it into effect. 

Until farm organizations can be set up to market the production 
from their farms and until laws are passed to legalize the handling and 
sale of farm products on a nationwide basis, there is need for Govern- 
ment help. 

T believe milk price support should be raised to 90 percent of parity. 
Milk is our most perfect food. It takes several years to get cows up to 
producing age. It justifies special consideration in a support pro- 


gram. 
I believe the present setup of buying the processors products is not 
doing the job intended by Con . Direct payment to the farmer, 


to be sure he gets the prices, is a better way than is now being used. 
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I think controls on milk marketing is unnecessary if the farmers’ own 
marketing program is legalized, anit any farm program to be effective 
must be set up so farmers can fix prices that are comparable to the 
things we buy. 

The school milk program is a good program, but it should be sim- 
lified and expanded. Our own school does not have a milk program 
ecause of the redtape and strings attached to it. I would recommend 

that the school milk program be set up so that it is easier for the small 
school to handle it. 

Thanks for the chance to visit with you about the needs of dairy 

farmers. 

Mr. AperNetuy. We thank you for your appearance, Mr. Zempel. 

Mr. Zempe.. Thank you. 

Mr. Anernetuy. Mr. F. Smoody? 

Fay Mikesell ? 

(There was no response.) 

Mr. Asernetuy. Mr. Guy L. Clark? 

(There was no response. ) 

Mr. Asernetuy. Mr. C. L. Graff? 

(There was no response. ) 

Mr. Asernetuy. Mr. Roy Klapel will follow. 

Mr. Jounson. I think it is well to call the witness’ names as they 

are coming. 

Mr. Asernetuy. Mr. Klapel, Mr. Herman Orne, Mr. Robert J. 

Galligan, and Mr. William Danielson. 
All right, Mr. Graff. You have 5 minutes. 


STATEMENT OF CLYDE L. GRAFF, WHEELER, WIS. 


Mr. Grarr. Mr. Chairman and gentlemen of the Congress of the 
United States, my name is Clyde L. Graff, address, Wheeler, R. F. D. 
No. 1, Wis. I present to you a number of petitions, signed by the 
farmers of Dunn County, Wis. These farmers had a choice of signing 
either petition or none. 

I also wish to present testimony in regard to a survey conducted in 
Dunn County early in this year. 

Mr. Asernetuy. Let me make a suggestion. These figures are 
available, and they will go into the record. We have them before us. 
I think it will expedite matters, and they will go into the record here. 

(The information referred to follows:) 


My name is Clyde L. Graff, address, Wheeler, R. F. D. No. 1. 

I present to you a number of petitions, signed by the farmers of Dunn County, 
Wis. These farmers had a choise of signing either petition or none. 

I also wish to present testimony in regard to a survey conducted in Dunn 
County early in this year. 


Number of commercial farms with over $1,200 gross income: 
United States census 


Average number of acres in farms: 
United States census 


Average gross income per farm in 1950: 
United States census 








302 INVESTIGATION OF DAIRYING, 1955 


1954 survey shows average farm surveyed: 
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Average farm required 5,143 man-hours by the family unit not figuring any 
return on investment, this would show a rate of 33 cents per hour. 

To have a 5-percent return on investment, there would have to be a net income 
of $1,229. This would leave only $444 income for time worked on farm. 
Average operator would like to spend: 





Mepis. ited) ee a nn miles $1, 125 
Gn mew Oe a ee et ee 2, 801 
On new equipment____.___- dein eed ttdheniigele tena babasnahteenibaeededeh hipaa: 2,212 
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Mr. Jounson. You may want to summarize them. 

Mr. Asernerny. If you like. 

Mr. Grarr. Number of commercial farms with over $1,200 gross 
income per United States census there were 2,782 farms and when 
this survey was taken, 98 farms. 

The agriculture census gives 164 acres per farm and this survey 
covered 185 acres. 

The 1950 census had an income per farm of $4,869 gross and the 
survey showed $4,930. 

The assets of these farmers averaged $28,041, less debts of $3,465, 
and average investment was $24,576. The gross income was $5,728, 
expenses $4,055, or a net income of $1,673. 

he average farm required 5,143 man-hours by the family unit, not 
figuring any return on investment, and this would show a rate of 33 
cents per hour. 

To have a 5-percent return on an investment there would have to be 
a net income of $1,229. This would leave only $444 for time worked 
on farm. 

The average operator would like to spend $1,125 for repairs and 
painting, $2,801 on new buildings, and $2,212 on new equipment, for 
a total of $6,138. 

The public is told that it is the farmers’ own fault that he produces 
too much. He has no way to know what the other fellow is doing. 

The farmer in this mechanical age must depend on Congress to set 
up a stabilization program to control production as near as possible 
to consumption. 

I believe the same thing would hold true if we had 5 million auto- 
mobile manufacturers scattered over the entire United States. 

I believe that industry, under those circumstances, would need an 
act of Congress to control production. 

We hear plenty about eliminating the inefficient farmer. We will 
agree that there are some inefficient farmers. We have that in any 

rofession, and that includes some people in State and National 

vernment. 

We also believe a man should have a right to choose to till the soil. 
We think our economy should be geared to protect that choice. 
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It costs a lot of money to start and maintain a diary farm. Who 
will be eliminated from these farms? In my judgment it would be 
the young GI who served his term in all parts of the world protecting 
his country, only to return and be prohibited from entering into the 
occupation of his choice, or be eliminated from his home because of 
the worst lopsided economy America has ever experienced. 

Fifty years ago the majority of farm boys had very little education. 
The result was an inferiority complex. That day is gone. The farm 
boys now have a chance to at least have a high-school education. These 
young men are not going to farm at 33 cents per hour plus a large 
investment, while Brother Bill or Cousin Charlie is guaranteed a 
minimum wage of $1 per hour and no investment. 

If either Bill or Charlie should reach the Congress of these United 
States, he would receive at the present time, figuring 300 days per 
year at 8 hours per day, $9.37 per hour. 

It is said to cure an ill you must first find the cause. We all know 
the cause, if we will quite kidding ourselves and use a little of the good 
horsesense that God gave us to use. 

We believe that unless the economy of the United States is brought 
into balance by an act of Congress to equalize the equality of agricul- 
ture as compared with the rest of the economy the family-type farmer 
will go the way of the country doctor and the country school teacher. 
They are both disappearing in this generation. 

Gentlemen, we hope you can see your way clear to use all the in- 
fluence at your command to correct this very serious situation. 

I appreciate very much to have had the opportunity to file these 
petitions and present my testimony with you. 

In behalf of the farmers of Dunn County, I thank you very much. 

Whom do I hand the petitions to? 

Mr. ApernetHy. Mr. Reid, the clerk. 

Thank you very much, Mr. Graff. 

Mr. Klapel. 


STATEMENT OF ROY KLAPEL, A DAIRY FARMER OF SARONA, WIS. 


Mr. Kuiaret. Mr. Chairman and committee members, my name is 
Roy Klapel of Sarona, in Washburn County. I farm an 80-acre farm 
on which I milk 11 cows. 

This is the way most of us farmers up there think about the kind of 
support program we would like to have. 

Let our products seek the price level on the market that they will, 
and then have a support payment to the farmers to make up the differ- 
ence between that price and 90 percent or 100 percent of parity, with 
a limitation on the amount any one farmer may receive. 

You may call this the Brannan, Nelson, Olson, or even Benson plan, 
but I think it would save the Government a lot of money, and it 
would help us farmers a whole lot more than buying commodities 
off the market and storing them, and paying millions of dollars for 
storage. 
Now, who does this kind of program help ? 

To begin with, it raises the price to the consumer. Therefore, they 
do not buy as much if things were lower, as they only have so much 
to spend for food. But it sure pays a big profit to the fellow with 


storage space. 








304 INVESTIGATION OF DAIRYING, 1955 


I know of several places that went out of business and rented their 
building for storage to the Government, and they got more rent than 
they would make if they run a business in their building. 

Then, too, if prices were more in line with world trade, it would 
help to move a lot of this so-called surplus to foreign markets, where 
people are starving every day. 

Now, I don’t think 90 or 100 percent of parity is high. How long 
would any businessman or manufacturer stay in business if he had to 
sell his goods for less than it cost him to produce them? That is 
what we farmers are asked to do. 

Now, at the present 75 percent support on milk we are only getting 
about 64 percent of parity for our milk out here. We only get $2.80 
per hundredweight for 3.5 base at the milk plant. 

These words “high and rigid” are the most misused words on the 
radio and by the press. 

When any farm program is discussed, the only thing I can see it’s 
to turn the city consumer against us farmers. For we never have had 
high supports that would have to be over 100 percent, and so long as 
support price is percent of parity, it can’t be rigid, as parity is cost, 
which varies from time to time. 

Here are petitions signed by 268 dairy farmers in my county. 

All of them are in favor of 90 percent support, but not one that 
we contacted would sign the petition for the present program. 

There were a few that refused to sign it on the petition because 
they did not believe in controls on it, but that—— 

Mr. Apernetuy. All right, Mr. Klapel. Thank you very much. 

Mr. Kuapen. Thank you. 

Mr. Aserneruy. Mr. Herman Orne, you have 5 minutes. Would 
you like to sit down? Sit down and be friendly. 


STATEMENT OF HERMAN ORNE, DAIRY FARMER, 
PEPIN COUNTY, WIS. 


Mr. Orne. I had quite a few talks with different farmers in our 
county and during the last few weeks they are pretty much of one 
opinion, I think. They want to gett—— 

Mr. AserneTHYy. What county are you from? 

Mr. Orne. Pepin County. 

Mr. Apernetuy. Pepin County? 

Mr. Orne. Yes. 

Mr. Asernetuy. All right, sir. 

Mr. Orne. They seem to be in favor of cut in production in order 
to get support prices. They seem to be all in favor, the ones I talked 
to, with that. We didn’t cover everybody in the county because that 
is impossible. They seemed to be in favor of cutting production, and 
I think it is the only way that we can ever get anything so it will 
work. We can’t expect to produce more and more and then have a 
surplus, because that does lower our price. I also think that it is a 
hardship on the young farmers, the way one are going now, be- 
cause they are just starting in, and they have a hard time of it. It is 


really hard on the young farmers. I talked to a few of them. They 
said they can’t keep going at the present prices. So, as far as I am 
concerned, and the — I represent, I think that t can truthfully 
say that they are ‘n favor of a cut in production. 
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Mr. ABERNETHY. You understand that that proposal has been of- 
fered in the aOR but it does not require the farmers to take a cut 
in ee hey have a right to determine for themselves, or vote 
on that 

Mr. Orne. That is right. 

Mr. ABERNETHY. Nobody wants to push a thing like that. 

Mr. Orne. No. ; 

Mr. ABERNETHY. You are in favor of them determining themselves? 

Mr. Orne. Yes. They seem to be of that mind, that they want to 
have a cut in production, rather than to have 75 percent of parity. 
That is the opinion that I got from most all of them. 

Mr. ABERNETHY. Do you have anything further ? 

Mr. Orne. And I think the sooner we can do something about it, 
the better it is. The further this goes on, I think it is going to make 
it that much worse to correct it. That is about all I have to say. 

Mr. AserRNETHY. We thank you for that. 

Do you want to leave those petitions here? 

Mr. Orne. Yes. 

Mr. Asernetuy. All right, sir. 

Mr. Robert J. Galligan, to be followed by Harold Tomter and Ar- 
thur Lamen. 

All right, sir. You have 5 minutes. 


STATEMENT OF WILLIAM DANIELSON, DAIRY FARMER, 
CADOTT, WIS. 


Mr. Dantetson. Mr. Chairman and members of the committee, my 
name is William Danielson. My adress is Route 1, Cadott, Wis. My 
brother, Henry, and I, own and operate 3 farms, consisting of 515 
acres. We have 155 registered Holsteins; 90 of them are milk cows. 

In order to show you the effect of the present sliding scale, which I 
oppose, I have referred to our Federal tax return. 

In 1952, under 90 percent of parity our net income was $5,241.53. 

In 1954, under 75 percent support, our net income was $2,731.11. 

Since our milk is sold for the manufacture of cheese and butter, the 
difference in price of butterfat was approximately 10 cents per pound. 

Had we received 90 percent support instead of 75 percent our net 
income would have been $4,507.41, or an increase of $1,776.30 for the 
year 1954. 

Since the minimum wage scale has been raised from 75 cents per 
hour to $1, the net return for farmers will be still less. 

We are told by certain people in high places that we cannot expect 
to receive wartime prices in peacetime. I ask you: How about the 
rest of the economy? Even Congress has seen fit to increase their 
salaries. Industry is enjoying the greatest profit in history. 

In view of these facts I believe dairy farmers are justified in asking 
our Government to support dairy products at 90 percent of parity. 

As president of the eccet Cosnty Farmers Union, I wish to file 
these petitions as evidence that the great majority of farmers are in 
agreement with me. 

I respectfully ask you to do your part to secure such legislation. 

I thank you. 
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I might add, too, since it was mentioned here before by another man, 
T have achieved the honor of being State farmer and also wear the 
Scully award, which I wear the button of today. 

Mr. Apernetuy. We congratulate you. Thank you, Mr. Danielson. 

Mr. Tomter. 


STATEMENT OF HAROLD TOMTER, DAIRY FARMER OF OSSEO, WIS. 


Mr. Tomer. Mr. Chairman and members of the committee, I am 
Harold Tomter of Osseo, Wis. I rent a 200-acre farm and milk 30 
cows. As a young farmer and veteran of World War II, I would 
like to relate to this committee the dilemma we are in today as a result 
of our present farm program. 

During the last 10 years, thousands of servicemen have returned 
to their home communities with a slim pocketbook and a desire to farm. 

In 1947, I was offered the opportunity to rent a small farm with 
only a small amount of cash outlay. 

In 1952, I was able to secure the financial backing to rent a larger 
farm, the one I am operating at the present time. 

This larger farming operation meant the purchasing of cattle, ma- 
chinery and equipment, and, at the time, it seemed the logical thing 
to do. 

Since that time I have witnessed a tragic decline in farm income 
and inventory value, especially during the last 2 years. Mortgages 
that seemed small then are monstrous now. 

Milk, my greatest source of income, has declined about 20 percent, 
bringing milk cow values down about 35 to 50 percent. 

Veal calves are down at least 40 percent. Cull cows down from 21 
cents a pound to 7 cents or less. 

As a result of these declines, my net farm profit in 1954 was 30 per- 
cent below that of the year previous. The debts we young farmers 
are carrying haven’t shrunk, but our ability to repay certainly has. 

Our present farm program is geared to the theory that a lower price 
for a surplus commodity would curtail its production. The theory is 
utterly false, because farmers cannot replace lost income out of thin air 
any more than anyone else can. Since the decline in the price of milk, 
dairy farmers have added cows to their herds. Young farmers, in a 
lot of cases, cannot do this as readily as older established farmers, 
for lack of finances. 

Our Secretary of Agriculture advises us to produce commodities 
that are in short supply. Presently, they are hard to find. 

Dairy farmers, with thousands of dollars invested in cattle, build- 
ings, and equipment, find a changeover very difficult. 

I have at the present time an investment of approximately $9,000 in 
cattle, machinery and equipment which in 1954, brought me an hourly 
wage before depreciation of about 40 cents. I am sure that when I 
figure my 1955 income-tax return the situation will be worse. 

The solution to our present farm problem, as proclaimed by the 
administration, seems to be the lowering of incomes to a point where 
enough farms go bankrupt so as to bring closer that era when scarcity 
for the consumer will mean prosperity for the farmers—not a pleasant 
thought for young farmers, who are the first to see their lives’ ambi- 
tion as a farmer disappear. 
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Young men of today, who are discouraged from farming and leave 
their farms to seek employment in the city, take with them the children 
who could have been the farmers of the next generation. Their chil- 
dren will add to the already crowded conditions in city schools. 

Adequate housing facilities are not in surplus. It is in the best in- 
terests of everyone that as many farmers as possible be afforded the 
apportunity to own and operate a farm. 

Our present farm program must be changed, so as to assure adequate 
incomes for the farmers and their families. A conservation acreage 
reserve, as has long been advocated by our State farmers’ union presi- 
dent, would aaeite help to solve the problems of diverted acres. 

The storing of perishable farm commodities to support the price is 
a costly undertaking and often results in spoilage and waste. 

The consumption of these perishables should be expanded, espe- 
cially among low-income people. To assure farmers of adequate in- 
comes, a system of price supports is needed that will allow perishable 
commodities to be sold on the open market and enable the farmer to 
be compensated for the difference between the market price and at 
least 90 percent of parity. 

Much of the cost of such a plan would be offset by savings in the food 
budgets of consumers, and in improved health throughout the Nation. 

As for dairy products, when the needs of the people have been met 
and there is still surplus production, then that production should be 
controlled. 

Petitions were circulated in Trempealeau County to determine a 
cross section of opinion toward such a program over the present 
method of price support. ; 

I therefore submit to this committee the results of these petitions 
as evidence of the farmers’ desire for an improved dairy program. 

We, as farmers, would like to feel that we are represented by Gov- 
ernment that is of the people, by the people, and for the people, 
including the farmers. 

Thank you. 

Mr. Asernetuy. Thank you. 

Mr. Fred Weegen. 


STATEMENT OF FRED WEEGEN, REPRESENTING THE EAU CLAIRE 
COUNTY FARMERS UNION 


Mr. Werrcen. Mr. Chairman, and members of the Dairy Subcom- 
mittee, and other fellow dairy-minded folks; my name is Fred 
Weegen. I have the honor of representing the Eau Claire Farmers 
Union at this hearing. Yes, I deem it an honor and a privilege to 
have a chance to represent a fine organization like the Farmers Union 
and to have the opportunity to appear before this committee. 

It ae in many minds, and the belief still exists, that a Wis- 
consin dairyman is still on top financially, and getting his fair share, 
but this is far remote from the actual dairy picture today. 

Wisconsin ranked first in production of datey products, and we 
should be proud of it. The Wisconsin dairyman has higher require- 
ments than there are in many of the so-called dairy States; therefore, 
his cost of = Poenane is even higher; the machinery, equipment, and 


dairy supplies needed to meet these higher standards are rising in 
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cost, whereas the price received for our pairy. products has been 
slashed. In short, the cost of production is higher and financial 
return is lower. 

Surely, there can be no doubt or need for argument, even, as to the 

redicament in which we dairymen find ourselves today, and the effect 
it will eventually have on the economy of the State as a whole. 

We can no longer exist as dairymen if we received 75 cents at a cost 
of $1. If we must continue with this sort of setup, we are fully con- 
vinced that the present system of a sliding scale will slide the majority 
of the dairymen into complete bankruptcy, regardless of the efforts 
we put forth to hang on. 

For the past several years, I served as president of the local coop- 
erative creamery, and use this experience to try to prove that the 
Wisconsin farmer today is forced to rely on his income of tomorrow 
to meet his financial obligations. I am not throwing stones at any 
patrons. Iam citing this to prove my point. 

The number of advances paid patrons on milk checks increased 
tremendously in the last year, and, in most cases, these are financially 
needed and within reason. 

I am informed by reliable sources that this increase of advances 
is witnessed in most dairymen’s checks and in cases to a greater degree 
than ours. 

Surely this is an indication that we cannot operate at 70 percent of 
parity for any length of time. The only alternative is to add more 
dairy cows to the herd, produce more milk, and make money to carry 
us through. More cows mean more milk and more surplus. More 
surplus not wanted, they tell us. So we really find ourselves in a 
squeeze at this time. 

Now then, I stated before that the dairy standards in our State are 
higher than in most States and, as a result, we produce a superior 
quality of dairy products, there is no doubt, but. we do not receive the 
premium for our products to which we are entitled. 

“Wisconsin took a step in the right direction when the butter-grading 
system was put into effect in the State. This is not enough. 

This butter-grading system should be put on a Federal basis. They 
tell us 82 percent of Wisconsin dairy products are used out of the 
Sane and a large percentage of this is in the form of grade AA 

utter. 

Once this butter leaves the State, the significance of the grade is 
lost and it is sold to the housewife along with anything else that bears 
the mark of creamery butter. Too much of the butter sold in the 
market today is low quality and is turning the housewife away from 
the use of butter and thereby spoiling the market for our good butter. 

With the things in mind that I have mentioned, I am going to sug- 
gest three things, which, in my opinion, will go a long way in helping 
to save from financial destruction the traditional family-type farms 
in Wisconsin. 

First and foremost, to put into operation the program of the kind 
that the Farmers Union is advocating. 

Secondly, to break down some of the barriers which have been set 
up by many of the existing Federal milk marketing orders. 

Thirdly, to get more aid from the United States Pure Food and 
Drug Division, to help eliminate this poor, junky butter, from the 
market. 
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Now then, I also have these petitions to present. They are from 
Eau Claire County. The results are as follows: 

Four hundred and twenty-six farmers signed the petitions; 425 
dairy farmers signed the petition calling for 90 percent of parity and 
1 dairy farmer signed the petition favoring the sliding scale. 

I thank you. 

Mr. Asernetuy. Thank you very much. 

Mr. Leland Clair. 


STATEMENT OF LELAND CLAIR, DAIRY FARMER FROM 
FRANKLIN, WIS. 


Mr. Cram. Mr. Chairman and members of the committee, my name 
is Leland Clair and I have been farming with my father-in-law a 300- 
acre farm in the town of Franklin, in Jackson County, since 1944. 

My average working day is about 14 hours, and I milk 20 cows and 
also have a beef herd of 25. 

I just want to give you an idea of the difference in 2 that are 
received today, and so I went to the local creamery and I got the fol- 
lowing information, in that respect : 

In 1952, they took in 1,722,469 pounds of milk and the price paid to 
the farmer was $3.68 per hundredweight. 

In June 1955, they took in 2,590,000 pounds of milk and the price 
paid to the farmer was $3 per hundredweight. That is a difference of 
68 cents a hundredweight. 

I also have examples of the stock I sold off the farm: 

In January 1952, I sold 1 calf that weighed 210 pounds, at 30 cents 
per pound, which brought me $63. 

In January 1955, I sold 1 calf that weighed 225 pounds, at 21 cents 
per pound, which brought me $47.25. This calf that was sold in 1955 
brought me $17.75 less than the calf weighing 15 pounds less did in 
1952. 

I don’t know the calf market today, but I think from our local 
market it is around 16 cents, so it is even worse than what it was in 
the spring. 

Now, this is another one that I sold up here in Altoona. I sold a cow, 
a Jersey, that weighed 905 pounds, and I got 19 cents a pound, which 
was $171.95 for her. This year, November 8, I sold 1 Holstein cow 
that Date ys 1,130 pounds, and got 614 cents per pound for her, which 
was $73.45. 

The Guernsey cow weight was 175 pounds less than the Holstein and 
I still received $112 more for her. 

On this farm that I rent with my father-in-law, our taxes are $260; 
that is, real-estate taxes, and they have gone up. That was in 1952. 
In 1955 they were $327.90, a raise of $67.14 in just 3 years. 

How can we keep on if prices keep dropping? 

We have to have so tive to sell to get it. I sold three cows in 1952, 
and paid our taxes. I might add that our personal property tax is 
about half of what our real-estate tax is. I don’t know how many cows 
it will take to pay them this year, but last year it took eight cows to 
pay our taxes in all. 

Last night on the late news, I heard a recent report from the Ford 
Motor Co. that their income for the past year was $350 million, or 
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40 percent more than they made in 1950-51. Why should big busi- 
ness’s profits go up while ours continue to go down ¢ 

I have been asked by our Farmers Union president, Louis Moll, to 
present these signed petitions, circulated by the Farmers Union, ask- 
ing Congress to include dairy products as a basic commodity and in- 
sure not less than 90 percent of parity. 

In our township, only one farmer refused to sign the petition, and 
he wouldn’t sign the other one, either. 

There were several of these signers that signed these petitions, who 
are veterans, and we have three of them who are right close neighbors. 
They all wanted 90 percent of parity. They bought their stuff in high 
prices, and now have to pay for them in low prices. 

I make this plea, gentlemen: You gentlemen go back to Washington 
and try to do something for us, and really do something. 

Mr. Aserneruy. Just a minute. 

Mr. Larrp. I wonder if you have circulated any of those petitions. 

Mr. Cuatr. No, I haven’t. 

Mr. Larrp. Did you sign ? 

Mr. Cram. I signed; yes. 

Mr. Larrp. Do you think most farmers who signed advocating pro- 
duction controls and asking that dairy products be put under the basic 
act have thought out any plan of eniaioe controls that would apply 
on milk products ¢ 

Mr. Cuiair. No, I don’t know—just that they advocate—this Farm- 
ers Union—I think that is just about as close as they could get to it—as 
they could get. 

Mr. Larp. That would apply to all producers, small and large? 

Mr Crarr. Yes. 

Mr. Larrp. Do you think that many of them understand that under 
the basic act, if 662g percent of the dairy farmers in the national refer- 
endum under the basic act did not vote in favor of production controls, 
the minimum support level would drop to 50 percent under the basic 
act ¢ 

Mr. Crarr. I didn’t know that. 

Mr. Lamp. It does for corn, wheat, cotton, and the rest of them. If 
6626 of the farmers do not vote in the nationwide referendum, in favor 
of production controls, under the basic act, the minimum support level 
goes to 50 percent. 

Now, I have long advocated that if we have a referendum on pro- 
duction controls, I think we have to do something before that, but I 
think we could go along and have an advisory referendum, so we would 
not lose the program of unlimited production with unlimited sup- 
pan at 75 percent and maximum supports at 90 percent. which we 
1ave now. We might lose that ant think it would be dangerous 
if we put it on a mandatory referendum as in the basic act, because 
we, in this dairy area, are producing a lot of milk and it has to go 
outside of Wisconsin, 87 percent of it. We are in a much different 
position, and even if 100 percent of our farmers voted for it, we might 
be in a position where we lose what we have if farmers in the fluid 
milk States voted against marketing quotas. 

The problem is to get an increase in cash into the hands of the 
farmer now. 

Mr. Cuair, Yes, sir. 
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Mr. Larrp. And if you get tied up with the marketing quota refer- 
endum on a mandatory basis as in the basic act, it would take us at 
least a year and a half at the minimum before anything could be done, 

I would think it would be much wiser to have an advisory refer- 
endum so we would not lose what we have at the present time, and see 
what the dairy farmers throughout the Nation felt about marketing 
quotas I wish your organization would come out promptly in support 
of my position. 

I always wondered whether the dairy farmers that signed for 
marketing quotas on a mandatory basis really understood that basic 
act, because we could go down to a minimum of 50 percent. 

I think, as a Wisconsin Representative, I have to keep that pretty 
much in mind, and I do not know whether we can take that gamble 
now. How about giving me support for an advisory referendum on 
marketing quotas. 

Mr. Cuar. It probably has not been explained to us thoroughly, but, 
we know that something has got to be done, because we are falling 
behind every day we operate. The upkeep of farm machinery, it is 
different now than it was years ago. Years ago you could go out and 
plow with a horse and feed him oats and hay and put him in the barn, 
The tractor breaks down once in a while and you have gas and oil and 
upkeep on it, and the first cost is the great thing. . 

Thank you very much. 

Mr. Larrp. Thank you very much. 

Mr. ABERNETHY. Thank you, sir. 

Mr. Erhardt Schultz. 

Mr. Scuuttz. I haven’t anything to say that has not already been 
said. 

Mr. ApernNetuy. Mr. Lester Odden? I guess he is snowbound. 

Mr. Jounson. Mr. Odden from Barron County ? 

Mr. AserNeruy. Mr. Hones, I believe you asked for time this 
morning ; did you not? 


STATEMENT OF K. W. HONES, PRESIDENT, WISCONSIN FARMERS 
UNION 


Mr. Hones. Mr. Chairman, Mr. John Ruemmele, Saint Croix 
County, sent a message that he cannot be here, and he would like to 
file a statement. 

Mr. AserNetuy. That will be included in the record. 

(The statement referred to appears at p. 335.) 

Mr. Hones. Mr. Chairman and members of the committee, my name 
is K. W. Hones, president of the Wisconsin Farmers Union. 

As this is the final hearing in Wisconsin, I want to take this oppor- 
tunity totry to clear up a point or two. 

First, I would like to clear up the question raised on the dairy 
referendum, 

I know that our dairy farmers do not want anything that anyone 
else does not have. We do not believe that even the members of this 
committee are happy about the situation in the basie crops. 

We believe that we need a farm program that goes ali across the 
board for all commodities. 

We have asked for dairying marketing quotas and 90 percent of 
parity. 
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The so-called basics have acreage allotments, which in dairy would 
be comparable to cow numbers. There is just a lot of difference be- 
tween acreage allotments and dairy-marketing quotas, based on units 
of production. 

Mr. Chairman, you have sincerely raised the point several times, 
about the results of a lost dairy referendum vote and then the support 
price falls to 50 percent of parity. This would not be too much worse 
off than we are in this area now. Certainly, if we lost the referen- 
dum, the free market would most likely operate, and the consumer 
index would be the guide. 

I doubt that a 50 percent parity support would be too much above 
the free market price. We might as well cut the whole tail off the 
dog as nip at it an inch at a time as is now the case under Benson’s 
bankruptcy program. 

This idea of lowering price supports to any level below 90 percent 
of parity to accomplish lower production incentives is not sound and 
will not do anything but add to the surpluses and bankrupt the farmer. 

Personally, I went through that in 1921 when we broke up 26 acres 
of new land and added more cows and hogs to our operations, and 
where did it bring us by 1932? 

Second, I want to refute the silly argument that production con- 
trols are regimentation. 

We live in a controlled economy. Can those who fear production 
controls name one enterprise in this country that has gone bankrupt 
under controls? Are the banks, the railroads, private utilities, air- 
lines, steamship companies, trucklines, and numerous others, showing 
any signs of bankruptcy under regulation? They are amongst the 
Nation’s soundest businesses, and provide the public with means for 
the soundest investments, at returns on dollars invested. 

These Government-regulated businesses in a free-enterprise system, 
boast of their soundness and stability due to regulations. Some are 
controlled by both State and Federal laws. 

Would those who make the most fuss about a democratically regu- 
lated agriculture also advocate abolishing all State and Federal laws 
governing these regulated institutions? 

It does not make sense. It is just plain nonsense. You can’t have 
your cake and eat it too. I have gone through two depressions as a 
farmer and have seen some pretty threadbare clothing, and know 
that any farmer turned over to the so-called free market, the specula- 
tor, processor and distributor, will be stripped of his possessions in a 
short time. 

Some farmers have not as yet experienced this, but it is coming fast 
now, under the Benson farm bureau policy, dominated by the private 
processor crowd of this country. 

Mr. Chairman, we need the so-called Brannan plan for all perish- 

ables. Let the market seek its level and use the compensatory pay- 
ments to farmers to make up the difference between the market and 
parity. 
I think the storables will do best under the loan and storage plan, 
and we will all do better if these are coupled together with the acreage 
conservation program, by keeping idle acres out of production, from 
producing livestock and dairy products. 
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Our Government is us, and I do not think it is very thoughtful or 
respectful for anyone to advocate that the Government is bad. Maybe 
come governments are bad, but for one, the F ‘armers Union will string 
along with the protective arm of good old Uncle Sam. After all, he 
has been very good, even to his critics. They take their benefits home 
through the back door. ee ; 

We are very grateful for your visit to Wisconsin. When your com- 
mittee announced that it was coming out to Wisconsin to get the 
farmers’ point of view, we realized that 153,000 farmers could not 
appear at these hearings, so we circulated the petitions as the next 
best way of letting the farmers express themselves. _ 

If anyone thinks that farmers will sign just anything, they are mis- 
taken. Any farmer who says he did not have a chance to sign a peti- 
tion of his choice is just using that for an excuse, as thousands of these 
petitions were distributed, and much radio and newspaper publicity 
has been given. 

However, one farm group warned their membership against signing. 

These petitions are an honest expression of the vast majority of 
Wisconsin farmers’ feelings, and if not heeded now, will show up inn 
the next general election. 

Again, Mr. Chairman, on behalf of the Farmers Union, we thank 
your committee for visiting our State. 

Mr. Asernetiy. Thank you, Mr, Hones. 

That is all of this group. 

Mr. Lloyd Simonson ? 

Mr. Hones. While he is coming forward, Mr. Chairman, I would 
like to file with the committee the balance of the petitions from coun- 
ties that were snowbound today. 

Mr. Aperneruy. Mr. Ervin H. Greler and Mr. LaVern Ausman 
are next. 

All right, Mr. Simonson. 


STATEMENT OF LLOYD SIMONSON, A DAIRY FARMER OF OSSEO, WIS. 


Mr. Srmonson. Mr. Chairman and members of the committee, for 
the record, I am Lloyd Simonson, of the town of Osseo, Eau Claire 
County. 

I operate and own a small 120-acre dairy farm. About a week ago 
there was handed to me a part of the Congressional Record dated 
May 25, 1955, and in this little pamphlet I read where one of the dis- 
tinguished members of our House Agriculture Committee indicated 
that he thought that we farmers of Wisconsin were getting pretty 
good prices for the products of our labor. I can’t agree with the 
gentleman. 

_ We are getting good prices for what we produce. However I would 
impress upon you that there is something damned wrong with our 
purchasing power. 

There just are not dollars enough to go around. 

Now, I don’t believe my friend Organized Labor is any more to 
blame for my condition or my predicament than I am to blame for the 
high cost of living in town. New, as to a remedy : 

Many plans have been talked about, but there are two plans that I 
would like to mention now. 


69970—56——21 
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First of all, we have to decide what kind of economy we want. Shall 
we have an economy based on abundance, or shall we have one based 
on scarcity ¢ 

It seems to me that to have an economy based on abundance all we 
need is the Brannan plan. 

To have an economy based on scarcity, all we need to do is starve a 
few more farmers off the farms and then prohibit anyone from cul- 
tivating those acres. 

Personally I feel that a compromise measure between these two eco- 
nomies can be worked out. I would like to see the Government get 
out of the food-storage business and at the same time I would like 
to see an abundant standard of living for those of our society who may 
be now on a substandard existence. 

I thank you. 

Mr. Asernetuy. Thank you, Mr. Simsonson. 

Mr. Greler? 


STATEMENT OF ERWIN H. GRELER, PRESIDENT, CLARK COUNTY 
FARMERS UNION 


Mr. Greter. Mr. Chairman and members of the Subcommittee on 
Agriculture. 

I am Edwin H. Greler, Neillsville, Wis., and I represent the Farm- 
ers Union organization there. I run a farm of 120 acres, milk 23 cows, 
and there are a number of farms in that territory that are of that size 
which are appealing for better prices. 

Now, in the 83d Congress there was made available $50 million an- 
nually for the school-lunch program for fluid milk. 

Of this amount, Wisconsin schools have used $796,000 the first year 
it was adopted. 

In our county there are many one-room schools. There are about 
half of the schools using this program. Now, nationwide, there is 
only 1 out of every 4 that is using this program. 

I think this program needs plenty of enlargement yet. We also 
believe that the milk program should go into aged homes, veteran 
homes, and orphanages, so they could get the benefit of this milk. 

Statistics also show that, during the past 18 years, the average con- 
sumption of milk per capita in the United States is 100 pounds less. 
That is why we think that the average party that has an income of less 
than $2,000 is unable to buy milk. We should have a stamp program 
whereby these people would be able to get these stamps and use them 
for the purchase of milk, taking care of a lot of milk which is now on 
the market, and it could be by that way disposed of. 

Now, in a newspaper recently published, there were statistics con- 
cerning the take-home pay for the farmer. The statistics were for 
the first three-quarters of 1955 and the income of 1952 was used as a 
comparison there. The take-home pay for the farmer was down 36 
percent, or $18 million from 1952, for the same period. That is why 
the farmer is unable to survive under 75 percent of parity and why he 
should be put on at 90 to 100 percent of parity. 

We also believe that we should have a payment there to our smaller 
farmers. The small farmers would consist of small farms, where 
you have a 40-acre farm in my territory, and probably in more terri- 
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tories, and their income is small. It would be put on a basis whereby 
a small farmer would be paid. It would be a similar program that 
went on under your AAA program. The party that had a small 
amount could get an increased payment, and I think that that same 
thing could be worked out on a milk program. ; 

I have petitions in my presence here that were circulated in my 
county; 605 signed these petitions and there were no signers for the 
sliding scale. 

Those I wish to present at the present time. 

Mr. ABERNETHY. Very well. 

Mr. Ausman and Mr. Arthur Hitt, please come forward. 


STATEMENT OF LaVERN AUSMAN, A DAIRY FARMER, 
ELK MOUND, WIS. 


Mr. Ausman. Honorable members of the Congressional Agriculture 
Committee, I have a prepared statement here which I want to file with 
you. It deals with four things which I think have a lot to do with 
the future of the dairy industry over the long pull. 

I am a dairy farmer from Dunn County. I and my dad operate a 
200-acre farm in partnership. That would be 100 acres for each 
family. We call it a family-sized farm, I guess. It is land my great 
granddad operated 95 years ago. My son is the fifth generation to 
live there, on that land. 

I am interested in dairying, not the price of milk next month or 
next November or what the average price will be for the next 18 or 
20 years. 

The dairy cycle, economists tell us, runs from 14 to 16 years, from 
boom to bust and back to boom again, and because of it I don’t think 
we can expect a flexible program which has just been put into effect 
to cure all of the ills, which have accumulated over many years, over- 
night. 

The dairy picture changes much more slowly than that. 

I am going to leave what I have written here a minute and talk 
about the things that have been mentioned. 

Labor has been mentioned 

Mr. ABERNETHY. Do you desire to insert that statement in the record 
or are you going to return to it? 

Mr. Ausman. I will return to it and insert it in the record at the 
last. 

Mr. ApernetHy. You have 5 minutes, you know. 

Mr. Ausman. Labor has been mentioned. Much of the high costs 
have been due to labor. You raise labor’s guaranteed wage to $1 an 
hour. . What does that guarantee to labor? What percent of parity? 
Pretty low. 

In Eau Claire the average wage is higher than $1 an hour. I think 
$1 an hour is a figure that gives us a base. I think the farmer has 
to have a base, but not too high. 

Now, labor attained $1 an hour. They did it through organizing. 
I think they should be commended for it. We must also organize, 
and we in the dairy industry are quite large. 

We have to organize and operate as a Seinen perhaps not as a 
whole national dairy, but perhaps in sections, we must operate as a 
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business, produce products, carry on research, advertising, and so on, 
and produce in accordance with consumer demand, which has not been 
done. 

As you know, the Government has great quantities of commodities 
in storage that has no consumer demand, low quality. It comes from 
marginal areas in the Nation, as far as dairy products are concerned. 
We have missed the boat, I think, in producing in line with direct 
consumer demand and research. 

We talked about the right to farm and the opportunity for young 
people to farm, and yet at the same time the same people advocate a 
program where there will be Government controls. 

The only way young people can get into farming is to have a base 
on it, 

Right now, there is an acreage allotment on corn. If you have a 
farm with a cow allotment, it is much more difficult for a young 
farmer to expand, to say nothing about increasing. There are young 
farmers who maybe their wives work in town, where they have a few 
cows and want to increase and increase, but there is Government con- 
trol on production, and they have a dozen cows where the farm could 
hold 25 or so. 

There isa base. It is going to be on the cows they had for the last 
2 or 3 years, and the young farmer would not have a base and no 
opportunity for expansion. 

We talked about increase in production. Cow numbers decreased in 
Nebraska, Kansas, Illinois, the Dakotas, Michigan, and Missouri. 
It was up 40 percent last year in increases in cow production in Wis- 
consin, and that is the way it should be. That is our basic business, 
and these others are marginal areas. 

It was also up in New York, Pennsylvania, and California. Those are 
the only States that have increased. 

There was some mention made about the profits made by the Ford 
Motor Co., from 1951 to today. 

Look at the difference in investment. They would have to get some 
more profit. 

There has been a lot of emphasis put here on | opee a I had an 
opportunity to sign one of those petitions and I didn’t, along with 
another farmer. I had an opporunity to sign one of the petitions. I 
didn’t because the side I would sign on was contradictory. One said 
this—the one I had seen, and I think they were all alike, the first line 
said, “I am in favor of the present administration’s dairy program.” 

The other fellow was standing there and he and I were going to 
sign it, but the second was “I don’t want supports above 75 percent 
of parity.” 

he present support is flexible. It can go above 75, I say those two 
statements are contradictory, and if you wanted to sign you couldn't. 

For the month of September I sold milk at $3.67 a hundred weight, 
and I think that is better than 90 percent of parity. 

There is a lot of fluid milk sold in this area for that now. 

I think through organizing and research, we can go a long way. 

The four things I touched on in my statement : 

Federal milk marketing orders should be revised as to distance and 

uality, which would retard the flow of milk between the cities. 1 
think we should have a Federal Milk Sanitation Code. If we pass, 
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our milk would be eligible to go into every city, and no city could 
construct artificial sanitation barriers. 

Maybe they need it in the District of Columbia and Virginia, but 
we don’t need it here. 

We think we should have grading of products, because the dairy 
industry on its own cannot seem to get sufficient funds for research. 

I think the Government should help some in this business of mer- 
chaniers and getting to the consumer what the consumer wants, at 
the time they want it. 

We have strayed far in producing in direct relation to consumer 
demand. We developed a new product here in the State and it has 
been tested in Madison, easily reconstituted milk and canned milk, 
and we cannot sell it in 52 Orders because of the requirement that it 
must be priced at class I price. 

No doubt you are familiar with that situation. That is the whole 
thing. It removes the whole program that lies within our fingertips. 

I think research and organization of dairy resources provides an 
answer, and with these Government helps will give us a free-marketing 
grading, and so forth 

Mr. ApernerHy. You have made a fine statement. 

Mr. AusMAN. I would like to insert my written statement. 

Mr. AperNetrty. You may hand it to the reporter. 

(The statement referred to follows :) 


STATEMENT OF LA VERNE AUSMAN, ELK Mounp, WIs. 


I am a dairy farmer from Dunn County. My dad and I farm 200 acres of land 
in partnership, 130 acres of which was first settled by my great granddad 95 years 
ago. My son is the fifth generation to live on that land. All of our income comes 
from the farm; therefore I am interested in a dairy program not only for to- 
morrow but for the future. I am more interested in the average price of milk 
for the next 10 years than I am in next month’s or next year’s price. I am also 
interested in the climate under which we operate. The dairy farmer has prob- 
lems but he can find much satisfaction in comparing his situation with other 
segments of agriculture, wheat, cotton, etc. I personally am more alarmed by 
the alarmists who would go to no ends to right the situation today and jeopardize 
a recovery under which the Wisconsin farmer can emerge in a healthy position. 

As price supports were designed only as a temporary aid while we were solv- 
ing our problem, I am not going to spend much time talking about them. In my 
opinion they receive much more attention than they ever deserved. They have 
caused much of the overproduction of milk because farmers were taking acres 
which had been diverted from wheat, corn, cotton, etc., by Government controls 
and putting it into milk production. This aggravated the situation considerably. 
High supports must have controls on production and production controls that 
would really control. production, aren’t politically palatable, so are not intro- 
duced. 

Much has been said about the so-called tremendous change in the size of farms. 
Let’s look at the facts. The average Wisconsin farm today is 146.6 acres. In 
1950 it was 137.8 acres. This is a healthy growth, as President Curtis Hatch 
of WFBF told the League of Wisconsin Municipalities recently. It shows that 
farmers are acquiring enough land to maintain a profitable operation. The 
modern mechanized farm must grow a little beyond the boundaries set in 
pioneer days. Otherwise it can’t provide the 1955 American standard of living. 
This growth means progress. Wisconsin farmers have discarded the horse 
for the tractor, and a tractor does the work of 10 horses. Here’s how Wisconsin 
farms are operated today: 95,000 entirely by tractors, 40,000 by tractors plus 
horses, and 5,000 by horses alone. 

Most of the horses on those 40,000 farms have been retired to pasture. When 
they’re gone they won’t be replaced. In 1950 there were 220,948 horses on Wis- 
consin farms. In 1954, only 99,729. Disappearance of 120,000 horses in 4 years 
dramatizes how rapidly our farms have mechanized. As they mechanize they 
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need to grow, spreading the bigger investment over more acres. One recent 
comparison shows a group of successful farms with average power and equipment 
investment of $75 an acre; a group of smaller, less profitable farms with a, ma- 
chinery investment of $96 per acre. 

The greatest problem of dairy business is poor distribution. 

I believe there are things which the Government can do which will improve the 
dairy picture. I will begin with Federal milk marketing orders and milk sanita- 
tion codes which prohibit the free flow of milk between the States. Federal 
milk orders were set up years ago to insure an adequate supply of milk in given 
areas when transportation, manufacturing know-how, etc., were much differ- 
ent from today. It’s true that these orders have been revised but mostly 
to protect the local producer. 

We have developed easily reconstituted milk powder and canned milk which 
has had good consumer acceptance; however, 50 of the 52 milk-marketing orders 
have provisions which say that the produced processed milk which is sold 
in competition with whole milk in these order areas must be paid the class I 
grade A price for his milk. This closes the door on this opportunity. Milk- 
marketing orders in New York have set the price so high on class I milk that 
dairying has increased there to the point that upward of 50 percent of the 
production isin surplus. This is far from what it was intended. 

I therefore say that these orders are in drastic need of revision. 

Many cities and States have erected barriers which are very unrealistic. 
The State of Wisconsin recently challenged the State of Tennessee in the 
Supreme Court because of a ruling that they shall only allow milk produced 
out of the State to be sold in the State during periods of a shortage. We are 
asking that we can sell milk there any time we want with price and quality 
being the deciding factors. Some cities require that milk sold in stores be 
priced the same as that delivered to the door. Such things as these retard 
new handling methods and savings to the consumer. Some cities require the 
farm inspectors to reside within the city and be home nights giving a very 
limited distance to his area. 

I propose a Federal milk sanitation code which, if complied with, would 
permit the producer to sell that milk anywhere in the United States of America 
and the cities and States couldn’t bypass it. 

Secondly, I suggest a Federal grading program which would compel all dairy 
products to be graded according to quality. It would protect the consumer and 
increase sales because there is a demand for high-quality products. It would 
be the job of the distributor to see that the quality was maintained after it was 
graded and he would have to be checked on to see that it was. Some of our 
manufactured products today, butter specifically, are of such low quality 
that there is no consumer demand and they are produced solely for the Govern- 
ment. This hurts the entire industry. We have a butter-grading law in Wis- 
consin now and it is doing a good job. 

Lastly, I believe the long-term welfare of the dairy industry depends upon 
research and [I urge the passage of bill S. 788 to provide for the establishment 
of a dairy research laboratory in Madison, Wis. 

I thank you for this opportunity to express my views. 


Mr. Apernetuy. Mr. Arthur Hitt. 


STATEMENT OF ARTHUR HITT, SECRETARY, BUFFALO COUNTY 
FARMERS UNION 


Mr. Hirr. Mr. Chairman and members of the subcommittee of the 
House Committee on Agriculture, I am Arthur Hitt. I operate a 
small farm in Buffalo County, 100 acres, and milk 15 cows, and usually 
raise about 40 pigs, but only raised 15 this year, and I fatten about 8 
to 10 head of cattle each year. 

Just a word in regard to the statement made by the previous speaker, 
if I may refer to that. 

The statement was made that we should consider not so much income 
we are getting today as the income we are also going to get 16 or 20 
years from now. 
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I am going to make the statement here that there are many dairy 
farmers who can’t wait 16 to 20 years. We are going to go out of 
business. I know that from personal experience. 

The second point that he made was this—and I haven’t those figures 
on my tongue or fingers’ end just now—but, referring to the invest- 
ment of the Ford Motor Co., sure they have a large investment, but 
I bet the gentlemen the best hat in town if you consider the invest- 
ment the farmer has in relation to his net income or the total product 
that he turns out, and compare that with the investment of the Ford 
Motor Co., along with their output during the year and their net income 
with the investment of the farmer, the ratio is going to run much 
higher than it does for the Ford Motor Co. 

Now, I am going to make just a few points: 

1. We farmers are not afraid of losing any essential freedom if we 
are guaranteed 90 percent of parity for milk for controlling produc- 
tion. I am talking essentially for 499 farmers in Buffalo County 
who signed the petition for the 90 percent. They don’t raise the 
point about controlling production. They want control if they can 
get a guaranty. 

2. We farmers do not believe that the present 75 percent support 
price will reduce milk production until many small family-sized 
farms are forced out of business. If this is the program it is almost 
cruel and relentless in its operation, against which the smaller dairy 
farmers are almost helpless because it has no direction. 

Now, I want to emphasize the word “direction.” You might also 
use the word “leadership.” 

The farmer is told to become more efficient. One way to do it is 


to put in bulk tanks, but that costs more money. Should he do it or 
shouldn’t he do it? 
There is nothing in the Benson peverans that says he should or 
Ss 


should not. I say it has no leadership, for that reason. 

3. We do not like Mr. Benson’s statement, when he said that the 
75-percent support level for milk is only a step in the right direction. 

What is next? 

4. We do not believe that we help any appreciable number of 
Wisconsin dairy farmers by underbidding dairy farmers in other 
States and taking their milk markets away from them. 

The high cost of transporting fluid milk for long distances must be 
absorbed either by the farmer, the consumer, or both. Is it economical 
to transport a perishable product like milk a thousand miles? 

5. Self-controlled production is not practical or possible without 
the incentive and direction of a workable Government program. 

The words “incentive” and “direction” are both important. 

6. Parity is not high in itself; neither is it rigid. It is merely 
equality on a par with other groups, those from whom we buy our 
goods and services. Parity is high only when other prices are high. 
It is low when other prices are low. For this reason it is not rigid. 

If you want to believe the Congressional Record, there are Members 
of Congress—not on this committee—who support the 90-percent sup- 
port level as high and rigid. 

7. Very little of the price cut which the farmer had to take was 
passed on to the consumer. 
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Professor Hugh L. Cook, of the University of Wisconsin Depart- 
ment of Agricultural Economics, prepared a table to show what hap- 
pened to the farmer’s consumer milk dollar in the last 10 years. 

I want to submit that to the chairman. The short part of the 
table is in the prepared statement. 

It shows, if you take the year 1946 and the farmer’s milk price; that 
is, the price the farmer in the milkshed got for his milk in 1946, and 
relate that to the price that the consumer, the housewife, paid for the 
1-quart, home size, then in 1946 the farmer got 55 percent, or 55 cents 
out of that consumer’s dollar and the distributor got the other 45 cents, 

In 1955, for the third quarter of that year, the figure shows that 
the farmer got 39 cents and the distributor got the other 61 cents. 

Mr. ABERNETHY. You mean percent? 

Mr. Hirr. Percent; or if you want to say, of the dollar, he got 39 
cents of the dollar and the distributor got 61 cents. 

Mr. Apernetuy. I see. 

Mr. Hitt. That doesn’t look much like a dreamland to me. 

We have these petitions from Buttalo County; 499 people signed 
the petitions for the 90 percent; 5 of them signed the petition for the 
75 percent. I circulated quite a number of those myself. Four names 
I got myself. One of those men said that he didn’t want the Gov- 
ernment to tell him what to do. Another man just was in favor of 
the 75 percent. Another man had the idea that well, you can get rid 
of the surplus if you just make these people who are on relief eat 
dairy products rather than something else. About 8 or 9 refused 
to sign either petition, but on the basis of actual contact with 122 
farmers, I am satisfied that they have—no, at least, not any serious 


objections to production control, if they are guaranteed a price. 
This is the small farmer. 

That is my story. 

Mr. ABperneTuy. Thank you, Mr. Hitt. 

(The statement is as follows:) 


STATEMENT OF ARTHUR HITT, SECRETARY, BUFFALO COUNTY FARMERS UNION 


Mr. Chairman and members of the subcommittee of the House Committee 
on Agriculture, in order that this 5-minute presentation of our views may be 
the most helpful to you committee members, it becomes necessary to present 
them in little more than outline form. Here they are: 

1. We farmers are not afraid of losing any essential freedom if we are guar- 
anteed 90 percent of parity for milk for controlling production. 

2. We farmers do not believe that the present 75 percent support price will 
reduce milk production until many small-sized family farms are forced out 
of business. If this is a program it is almost cruel and relentless in its opera- 
tion, against which the smaller dairy farmers are almost helpless because it 
has no direction. Farmers don’t know whether to go ahead to make the ex- 
penditures necessary for more efficient productions. 

3. We do not like Mr. Benson’s statement when he said that the 75 percent 
support level for milk is only a step in the right direction. What’s next? 

4. We do not believe that we help any appreciable number of Wisconsin dairy 
farmers by underbidding dairy farmers in other States and taking their milk 
markets away from them. The high cost of transporting fluid milk from long 
distances must be absorbed either by the farmer, the consumer, or both. 

5. Self-controlled production is not practical, or possible without the in- 
centive and direction of a workable Government program. 

6. Parity is not high in itself, neither is it rigid. It is merely equality on a 
par with other groups—those from whom we buy our goods and services. 
Parity is high only when other prices are high. It is low when other prices 
are low. For this reason it is not rigid. 
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7. Very little of the price cut which the farmer had to take was passed on to 
the consumer. Prof. Hugh L. Cook of the University of Wisconsin Department 
of Agricultural Economics has prepared a table on this subject from the Fluid 
Milk and Cream Report of the Agricultural Marketing Service, Washington. 
Professor Cook is well known to many Wisconsin farm leaders. It covers a 
10-year period from 1946 to 1955, inclusive. For lack of space and time this 
paper presents the table only for 3 years, 1946 to 1955. I submit the complete 
table in this newspaper clipping to the chairman for use of the committee. 
Here is the abbreviated table: 





1950 1955 


Cents per Cents per 
quart quart 
7. 96 





. Fart DONOR, cn ccnccncseneene caren ne 
. Retail price: 
(a) 2-quart store... ....---------------------------------| . 28 | ; 18. 15 
(G) PRES Petes - = 2-5 5. ee ; : 19. 90 
3. Margin: | 
(a) 2quart store penat tne haces . 66 L 10. 36 
(b) 1-quart home 3. 76 ’ 





A ealeulation for the 1-quart house priee for the years 1946 and the third 
quarter of 1955 shows that in 1946 the farmer received 55 percent of the Wis- 
consin milk consumers’ dollars. The distributors received the remaining 45 
percent. For the third quarter of 1955 the Wisconsin farmer received 39 percent 
of the consumers’ dollar while the distributor got the remaining 61 percent. 

Not much of a dream world about that. Thanks for your time, Mr. Chairman 
and members of the committee. 


Mr. AsernerHy. Mr. Adolph Maassen. 


STATEMENT OF ADOLPH MAASSEN, A DAIRY FARMER OF 
ALMA, WIS. 


Mr. Maassen. Honorable Congressmen, Members of the House 
Subcommittee on Agriculture, my name is Adolph Maassen, Buffalo 
County, Wis. 

In order to give a maximum of information in a minimum of 
time, I have charted my facts that I desire to present today. 

Efficiency: A common argument supporting the sliding-scale farm 
program and lower prices is that farmers must be more efficient. 
Only the inefficient farmer is hurt by lower prices, and if he is 
eliminated, even by bankruptcy or farm foreclosure, the balance of 
agriculture will be stronger. 

The argument that lower prices mean smaller production, hence 
less so-called surplus. 

Efficiency in dairy farming means loose housing, and pipeline 
milking—by the way, I have pipeline milking at my farm—bulk- 
milk handling, and large enough numbers of cows for each farm. 
This means larger investments, exceeding family farmers’ financial 
ability, and more milk added to present surpluses. 

An accurate way of determining the farmers’ status is an investiga- 
tion of the farmers’ cooperatives. Next to his own farm business, 
the farmer is closer to his cooperative, because he is owner of the 
business and controls it. We can say the trends of the cooperative 
reflect the farmers’ economic health. 

My statistics apply to over 1,800 farmers in northwestern Wis- 
consin; certainly, not all of these farmers or even a small percentage 
of them can be claimed to be inefficient farmers. 
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I refer to this chart—I hope the members of the committee can 
see it. 

Mr. Jounson. Will you leave it so that it may be made a part of 
the record ¢ 

Mr. Maassen. I will leave it. 

This retail cooperative furnishes feed, seed, fertilizer, farm ma- 
chinery, gasoline and oil, and other necessary farm supplies. 

The credit cooperative furnishes capital to farmers for necessary 
farm operations. This credit cooperative renews its loans annually 
and secures repayment from farm production. 

This chart shows the comparisons of the various years. 

First, discussing the retail cooperative for the fiscal year of 1953, 
a year of 90 percent parity, and 1955, a year of 75 percent parity. 

In 1953, 90 percent parity, 57 percent of the merchandise, or 
$176,955.42 was paid for in cash at time of delivery. 

The credit sales amounted to $134,234.22, or 43 percent of the total 
volume. 

During 1953 these farmers paid for credit merchandise $128,239.07, 
or $5,995.15 less than was necessary to pay for the merchandise 
purchased. 

Now, in 1955, under 75 percent parity, the cash sales of this 
cooperative amounted to $211,140.77, or 52 percent of the total 
business. 

Credit sales amounted to $187,753.26, or 48 percent of the total 
business. 

The farmers paid $179,918.26 on the receivables during the year, 
or $7,815 less than was required to pay for the merchandise purchased. 

We note that these 600 farmers, on the average, paid 5 percent less 
cash for merchandise than in 1953, this, despite a very vigorous col- 
lection program and controlled-credit policy. 

The economic health of these farmers os substantially deteriorated 


under the 75 percent dairy program. 

Analyzing the farm-credit cooperative that has over 1,200 mem- 
bers in western Wisconsin, in 1953, on a 90 percent for dairy products 
support, we find the average size of the loans was $2,076. 

In 1955, the vege loan had increased to $2,149. 

a 


During 1953 the farmer borrowed $1,433,049 and they repaid dur- 
ing that year $1,558,669 or 8 percent more than they had borrowed. 

This meant that these farm families had bettered their economic 
lot and had gotten out of debt by 8 percent. 

Turning to 1955, when the support price of milk was 75 percent 
of parity, farmers borrowed $1,637,209 and repaid through their co- 
operative $1,519,311, or only 92 percent of the money borrowed. 

That means that instead of the farmer improving his economic 
situation he had gone back 8 percent. This 8 percent will have to be 
paid in future years. 

In contrast, in 1953 under 90 percent of parity the farmer was able 
to pay back 8 percent more than he borrowed and was ridding himself 
of some debts. Today that same farmer is unable to repay what he 
has had to borrow to operate and is going into debt 8 percent further 
each year. This drop of 16 percent in the dairy farmer’s repayment 
ability is almost the same as the cut of 15 percent that Benson im- 
posed on the dairy farmer, 
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Perhaps 90 percent of parity is not the total answer, but we must 
return to it, at least temporarily, until we can work out a program for 
100 percent of parity, or farmers’ take-home pay. To do this—failure 
to do this will result in economic chaos for the farmer and destruction 
of his cooperatives, which will repeat the depression of the 1930’s. 

I thank you. 

Mr. Asprnatuy. Thank you, sir. 

Mr. Harvey Boetzer? 

Mr. Vernon Kressin ? 

Mr. Jack Kyle. 


STATEMENT OF J. K. KYLE, REPRESENTING THE DAIRY 
MARKETING COMMITTEE, THE WISCONSIN ASSOCIATION OF 
COOPERATIVES 


Mr. Kyue. Mr. Chairman and members of the committee, I have 
a 4-page statement which I would like to file, and I would like to 
summarize it with a half dozen paragraphs. 

Mr. Jonnson. Because of the 3 witnesses not present because of the 
storm, you may be able to have more than 5 minutes’ time. 

Mr. Kruz. Thank you. I don’t think I will require more than that. 

Tam J. K. Kyle of the Wisconsin Association of Cooperatives. 

The Wisconsin Association of Cooperatives is the largest State 
association of cooperatives in the United States. It has 344 member 
co-ops, including farm-supply co-ops, marketing co-ops, and rural- 
electric co-ops. It has 88 dairy-plant co-ops as members, and I might 
depart from the printed statement here to comment on the percentages 
made by Mr. Maassen, the previous speaker. 

This is not an isolated case, but the trends he mentioned, as far as 
credit is concerned, are quite noticeable throughout a large percentage 
of these member cooperatives of ours. 

At our annual meeting in Wisconsin Rapids on October 20 and 21 
of this year, the delegates, in a dairy-marketing workshop, thor- 
oughly discussed the current issues involved in a Federal dairy pro- 
gram. 

They voted, in an opinion poll, on such a program, and I want to 
stress the fact that this was not a resolution or a motion in which there 
was an effort to get unanimous opinion, but an opinion sheet was 
handed to each man and he went out in the privacy of his own voting 
and made his notations and they were later tabulated by the committee. 

They came out with an almost unanimous set of conclusions and 
recommendations, and I want to summarize those recommendations, 
because I think they bear on this question of whether or not there is 
a great division among our people, or within the rank and file there 
is considerable unanimous opinion back of certain programs. 

The first premise was that milk be established as a basic commodity 
and the aa farmers accept production controls in return for sup- 
port price of 90 percent or more of parity, with a provision for the 
producers to vote in a referendum when controls are deemed necessary. 

The vote in the dairy workshop on that was 69 for and 8 against. 

_ I want to further point out that within our membership are unaffil- 
lated groups and members of all farm organizations. 
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The second premises, that dairy income be supported by the use; of 
compensatory payments similar to the plan now in effect for wool— 

Mr. Apernetuy. And sugar. 

Mr. Kyzx. And sugar—which is produced in Utah, 73 for and 4 
against. 

Mr. Asernetuy. And so is wool. 

Mr. Kytx. The conclusion is that the payments representing the 
difference between the market price and the support level be paid di- 
rectly to the farmer, so that he will receive the full benefit of the sup- 
port price; 73 for, 4 against. A 

That the amount any one producer may receive be limited so that 
family-sized operations would receive payment on total production 
but larger operations would receive less 78 for, and 1 against. 

That the present support program of purchase and storage be kept 
for standby use, to be used to prevent any drastic price drops on the 
market; 68 for, and 9 against. 

The next morning we had another dairy workshop on what we, as 
an organization, could do for self-help, and, as a result of that work- 
shop there was brought out and passed by the entire convention a reso- 
lution agreeing that the best self-help program would be the estab- 
lishment of a national dairy marketing cooperative to further stabilize 
prices, to cut costs of distribution and to return processing and market- 
ing profits back to the farmer. 

In that connection we would not immediately call upon our com- 
mittee for any assistance to institute the program, that would not be 
necessary, but the thing that might be necessary eventually, in the 
form of legislation, might be some sort of financing for a national 


dairy marketing cooperative on the REA basis, with provision for re- 
payments of the loan. 

Mr. Apernetuy. Thank you, Mr. Kyle. 

Has Mr. Robert Galligan come in ? 


STATEMENT OF ROBERT GALLIGAN, A DAIRY FARMER FROM 
BAYFIELD COUNTY, WIS. 


Mr. Gauican. Right here. 

Mr. Anerneruy. We were about to mark youabsent. Come around. 

Mr. Jounson. How are the roads? 

Mr. Gatuigan. Poor. 

I do not have a prepared statement. I don’t know what would be 
wanted here. I will give you a few reactions. I personally circu- 
lated some of these petitions which you have seen here, and I live in 
an area where the farmers actually are going out of business, as has 
been stated here several times since I camein. We have a lot of small 
farmers in Bayfield County and it is a cutover area, and these farmers 
are going into part-time employment. Some of them are actually 
leaving the farms. 

Just a couple of weeks ago I took a little drive in the county and 
T can see, Oh, about every fifth farm is out of production—maybe 
some neighboring farmer is taking it over, but it is going out, and our 
farm families are decreasing in our area. 

Mr. Jounson. You drove down, as I understand from the infor- 
mation I have, from Bayfield County ? 
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Mr. GaLuican. Bayfield County. 

Mr. Jounson. Upon Lake Superior ? 

Mr. GALLIGAN. Yes. 

And another reaction I get from farmers I visited, they hated to 
see their product going into storage. They wanted to see, if they had 
to take a Now price for their product, that the consumers got the bene- 
fit of it, not these products going into storage and rage months 
and years, and, as I have heard in some cases, spoiling. This is espe- 
cially true of dairy products. 

That is about all I have to say. The rest has been already covered. 

Mr. Avernetuy. Thank you very much, Mr. Galligan. 

Mr. Gatiican. Thank you. 

Mr. AnerNnetHy. Mr. Arthur Lamen ? 

There was no response. 

Mr. Fay Mikesell? 

Mr. Harvey Boetzer ? 

Mr. Vernon Kressin ? 

Mr. Mernen. Is it possible to substitute for him? He asked me to 
take his place in case he couldn’t get here. 

Mr. ABerNETHY. For whom? 

Mr. Metnen. Vernon Kressin. 

Mr. ABERNETHY. Just a second. 

Is Mr. Ed Iverson in the room ? 


STATEMENT OF FRANK J. MEINEN, A FARMER, CHIPPEWA 
FALLS, WIS. 


Mr. Metnen. My name is Frank J. Meinen, and I live in Chippewa 
County and I am a dairy farmer. 

I have a prepared statement, and I am sorry I haven’t enough copies. 
I didn’t expect to have the eee of appearing before this com- 
mittee, so 1 am sorry. I will just hand you one, Mr. Chairman. 

Mr. AperNETHY. Well, will you give it to the reporter? Would 
you like to read the statement ? 

Mr. Metnen. Yes, I would, please. 

Mr. AperNEtruy. That may take longer than 5 minutes. 

Mr. Mernen. And I would like to make a verbal statement, too. 

Mrs. Knutson and gentlemen: I have listened with keen interest to 
the previous testimony, but I have to say I am slightly disappointed. 

Many serious-minded and thinking people have appeueed’ | before 
you, but I don’t believe we have gone into this deep enough. 

It seems to me that it’s something like poking a snake with a stick. 
The snake will bite at the stick rather than at the person responsible 
for tormenting him, and I believe you have to take this farm problem 
and other human problems, as I call them in my paper, in a similar 
manner, in other words, prices, profits, and all of our problems of 
human life are caused by something. They are caused by something. 
Those are just symptoms, ladies and gentlemen, and with that as a 
preface, I am going to read my sicesiaidat statement. 


Why is it, after years of governmental efforts and the spending 
of many billions of tax dolars, the farm problem is far from solved— 
labor strife is still rampant, the aged find it difficult to live on their 
savings, and the “War to end all wars” is still to be fought? 





326 INVESTIGATION OF DAIRYING, 1955 


_ I believe that one of the causes of many of our current problems 
is the widespread violation of the law of God, and most of the 
civilized nations, “Thou shalt not steal.” Even if done in ignorance 
the evil effects remain the same. 1 

Most people personally refrain from robbery, stealing, or cheating 
for moral or legal reasons, or both. Most people realize that if they 
hired someone to rob, steal or cheat, they would also be personally 
guilty. Silence can also give consent. ; 

Most people would feel guilty if a member of their family was 
discovered to be a thief and they did nothing to stop the thievery. 

So much for individual actions. What about the morality of our 
activities conducted in cooperation with others, in business, in labor 
unions, in farm organizations, chambers of commerce, and so forth, 
and in Government ? ' 

If the directors of a corporation decide to misrepresent their prod- 
uct, are they all guilty of cheating—theft—or are none guilty? 

Suppose I, a farmer, instead of waiting for Congress to vote me 
a subsidy, attempted to get a handout direct from my farm and city 
neighbors, and I went from door to door to collect it? How much 
would I get if I told them what and who it was for? Not very much, 
I am afraid. . 

Suppose further that if my fellow-citizens did not “come across” 
willingly, I pulled a gun on them and collected my subsidy by force. 
What would happen to me? 

Suppose further, instead of being so stupid as to risk arrest. I 
banded together with my fellow farmers and in exchange for votes 
to politicians, we managed to get a law passed, granting us the right 
to force our fellow citizens to pay us a subsidy? Would we and 
the politicians be doing no wrong ? 

What if I did not belong to the farm organization which asked 
for the subsidy, or vote for the politicians who passed it, would I 
be doing anything wrong by accepting the subsidy others’ action made 
available? What is the difference, if any, between accepting the 
en handout, and using money stolen by a member of my 
amily ? 

The main question is: Can a manmade law nullify one or all of 
the Ten Commandments, or any of the laws of nature, and what are 
the consequences if that is attempted ? 

Suppose that all of the legislative power of the world were centered 
in the United Nations, would they be able to decree that water should 
freeze or boil at any other temperature than it does now? Could 
they repeal the law of gravity, or the laws of electricity, chemistry, 
astronomy, mathematics, physics, and so forth? 

Ladies and gentlemen, is it reasonable to suppose that the same 
Creator who made the entire universe and the laws which govern it 
would have neglected to make any laws for man, in his relation to 
himself, his fellowman, his environment, and to his Creator ? 

Why is it that people who believe that scientific principles have 
always been and always will remain the same do not realize that there 
may be eternal and unchangeable principles in economics? Ignore 
or violate any of the laws of nature and we pay a penalty. 

Our problems which nature besets us with, we endure as best we 
can, what we cannot cure, The problems of man’s inhumanity to his 
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fellowmen are under our control, but are more difficult to solve. Much 
of it lies in the compulsions of unjust laws. 

Finding out what these laws are and repealing them should be the 
first order of business. 

Secondly, since most of these bad laws were promoted and enacted 
by ignorant, rather than malicious people, a better moral and economic 
education of all citizens is a must. 

The child-like beliefs of any people in the ability of governments 
and their public servants to work miracles or play at being God, must 
be replaced by some responsibilities accepted by individuals. 

The wishes of the majority should not be criterion to base a decision 
on. Much turmoil and grief could be avoided, if we ascertained what 
nature of God’s laws were, and acted accordingly. 

If we cannot be sure what they are, what right has anyone, or any 
group, to arrogantly impose their ideas on all. It is better to make 
a mistake of omission than one of commission. 

To attempt a political piecemeal solution, by trying to “do some- 
thing” for the farmers, the laborers, the small businessmen, the tax- 
payer, the consumer, the veteran, and the needy, et cetera, et cetera, 
ad infinitum, without regard to the principles involved, is like trying 
to cure a fever by placing an ice cube on the “guilty” thermometer, 
which indicates the trouble. 

We are in trouble because we violated certain eternal laws and the 
cure will not be found in treating the symptoms. 

We farmers can cope with the problems of nature, but when we 
come up against big government, we are helpless. The task before 
us as citizens, and not as members of a pressure group, is to whittle 
government down to its original purpose, the protection of life and 
property, instead of robbing Peter to give to Paul, in hope and ex- 
pectation of votes for the political thieves. 

And I hope the sign up here on both sides of that piece of paper 
will be so imbedded in your minds that when any piece of legislation 
comes up in Congress after this, you will think of that before you 
take a vote or think of voting on it. 

Thank you. 

Mr. Anernetuy. Just a minute. 

Your name is Meakin ¢ 

Mr. Mernen. Meinen. 

Mr. Apernetuy. Mr. Meinen, I don’t know what your point was, 
but I am mighty glad you came. 

Mr. Mernen. Thank you. 


STATEMENT OF HARRY C. ANDREWS, EXECUTIVE DIRECTOR, THE 
PROTEIN ECONOMICS AND RESEARCH COUNCIL, INC., AMES, 
IOWA 


Mr. Anprews. I would appreciate 5 minutes with a thought, if you 
could give me that much. 

Mr. Apernetuy. All right. 

Mr. Anprews. Thank you, sir. 

Mr. AperNetuy. You do not have any charts; do you? 

Mr. Anprews. No, no charts. 

Harry Andrews is my name. I am executive director of the Protein 
Economics and Research Council of Ames, Iowa. 
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We have been working with farmer groups here in Wisconsin for 
a few years. I listened to the hearings at Madison, and I have listened 
to them here today. 

From time to time we hear it said that perhaps more marketing 
research would yield results. As I have heard the testimony—and, 
of course, having been born and raised in agriculture and having been 
through this same sort of thing before and living in the center of a 
big cornfield down in Iowa, and seeing those folks going through the 
same thing again, we all realize that if this product were just sold, 
all of it, at a reasonable price, that would solve the problem. 

In marketing research, like figuring out how to do anything else, 
one has to find out where the market is. In these farm food com- 
modities, the market today is in the field of food proteins. 

Some of what I have to say here will sound very strange to you, 
but certainly not as strange to people 3 years ago. We would have 
to produce and sell about 20 percent more proteins in this country 
if we were to feed our people as well, proteinwise, as the military is 
right now. We are about the 15th best-fed nation in the world, total 
proteinwise, according to the U. N. food and education reports. 

Weare about the sixth best-fed nation on the basis of animal protein 
consumption. The world’s sgn of proteins runs 45 million tons. 
I use this word “protein”: The red stuff in meat, white stuff in milk, 
the clear stuff in eggs ; that is what protein is. 

Now we have done a rather marvelous job over the last several 
centuries in developing a lot of markets, our fats and oils markets, 
our starch, cheese, and sugar markets. We are in the state of evolu- 
tion of developing and becoming civilized. 

We are at this stage of the gamble where pioneer work is being done 
in developing our food protein markets. The state of ignorance that 
exists today is a little appalling. 

It is only a few years ago that I learned specifically that the hand 
in front of my face is protein, as you look at my homely pan here, 
chin and so on, it is protein. About $40 million a year is being spent 
for protein supplies. 

In contrast, a person in business in an established market in the 
world knows the prices of starches, sugar, fats, and oils. 

If I asked members of the committee, unless they read the protein 
price report that I handed to them a couple of days ago, it would be 
surprising if any of you had the vaguest idea of what you paid for 
proteins, dried milk, or hamburger, or anything else. The great 
potential in agriculture to clear out surpluses is to sell these protein 
foods, and that is what people need. 

You know there are a lot of hungry people in the world and a lot 
of people in rundown condition that do not eat enough milk protien, 
cheese, milk, three times a day. What needs to be done about this! 
We need to establish food and protein reports for every place in the 
world, just like Dow Jones stock reports and fat, oil, minerals—I was 
down in Oak Ridge, Tenn., when I looked beyond the days of atomic 
energy: “What is the great field to open up in research and devel- 
opment ?” 

Here I sat as an atomic scientist in a confounded state of ignorance. 
On my desk I had the price of every building material in the world, 
except the stuff you and I are built of. As we have advanced in elec- 
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tronics and nuclear weapons, and all these many things, there has 
been a small area which we have failed to develop. There are two 
branches of science, protein economics, the dollar and cents of what 
you and I are built of, and chemical engineering, chemical engineering 
of protein production. It is undeniable that these sciences have not 
been developed. 

If I ask any farmer here today, or the dean of agriculture, or any 
farmer in the world, or any member of this committee, how much 
protein does his farm produce—any farm—what is efficient produc- 
tion, what is the selling price of this very valuable thing, they could 
not tell me. 

We, and I as an individual, and people who are in this room today, 
we are working hard, awfully hard, and we formed this Protein Eco- 
nomics and Research Council, a scientific organization, we formed a 
Protein Foods Corp., a sales organization. 

We are in the process of forming another corporation, Protein 
Standards Laboratory. When a lady picks up a menu and needs a 
high protein diet, that will do something for her. There will be an 
underwriters’ seal on it, so to say. That is going on in the country, 
and that is of prime importance to you folks. 

But we do need a lot of people—— 

Mr. Anernetuy. I hesitate to cut you off. 

Mr. Anprews. I thank you a good deal for this opportunity to 
appear before you. 

Mr. Azernetuy. I believe you had some information you wanted to 
file with the committee, and I instructed you over in Madison to mail 
that in. 


Mr. Anprews. I pared that down and filed part of it already. There 
is more we will file. Thank you very much. 

Mr. Apernetuy. Thank you very much. 

Mr. Anprews. Thanks a million. 

(The information referred to follows :) 


STATEMENT OF Harry C. ANDREWS, EXEcuTIVE Director, THE ProreEIN EcONOMICS 
& ReEsEARCH CounciL, INc., AMES, Iowa 


Mr. Chairman and members of the committee, I am Harry C. Andrews, execu- 
tive director of and representing the Protein Economics & Research Council, Inc. 
(PERC) with national headquarters at Ames, Iowa, and a branch office at Apple- 
ton, Wis. The council is an independent research and educational organization 
actively studying the basic agricultural and food problems with emphasis on 
marketing, including dairy products marketing. 

As we see it, the following are the basic dairy problems: 

1. How can dairy products prices be stabilized at reasonable and satisfactory 
levels, and the total dairy products production be sold by the industry into com- 
mercial channels? 

2. How can such prices be stabilized and all the products sold with a minimum 
of cost to the taxpayer, and a minimum of interference and control on the part 
of the Federal Government, thus assuring that the farmers and all other people 
involved in processing and selling dairy products may become freer, economically 
stronger and more competitive in the full spirit of American free enterprise? 

The key to answering such questions and solving such problems lies in syste- 
matic research and practical application of the knowledge found thereby. The 
amount of new knowledge and the correlation of old knowledge to this new knowl- 
edge, of prime importance to the dairy industry, accumulated by the Protein 
Economics & Research Council is very extensive. Much of this information is 
new research, not as yet in print, and is not available from any other source. 


69970—56——_22 
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As executive director of this council, I propose and suggest that this committee 
and the scientists of the council meet for detailed discussion of this information 
at such place and date as the committee may arrange. I suggest a full day 
be set aside for this meeting. 

I would further suggest that the following topics be considered as part of the 
agenda: 

» The existing market potential, or human need for the nutritional constitu- 
ents contained in milk and other dairy products be fully reviewed in order to 
clearly see where, and into what kind of a market, the present supply can be sold. 

2. The existing price or dollar value of the several nutritional constituents in 
milk and other dairy products be carefully reviewed so that it will be clearly seen 
and understood which of these constituents have an opportunity to freely com- 
pete upon a basis of quality, quantity, and price with similar nutritional constitu- 
ents from other sources. 

3. Specifically what the interested individuals and groups can and should do 
about capturing sufficient commercial markets to dispose of surpluses at a profit, 
and how this can be accomplished at a cost the industry can afford to pay with 
proper cooperation from other interested groups. 

The council wishes to submit the attached reports for the information of the 
committee members as they study the ideas presented at these hearings. These 
reports indicate the scope and nature of the work that we are doing. 


Report No. 1 


The Protein Economics and Research Council of Ames, Iowa, is a nonprofit 
corporation devoted to the study and development of two sadly neglected aspects 
of our existence—protein economics and protein engineering. The studies con- 
ducted by PERC lead to the following conclusions which are of vital interest to 
the dairy industry : 

1. While the supplies and consumption of all other types of food products in 
the United States is, in general, more than adequate or can be easily made so, 
there is a deficiency in protein intake estimated at 15 pounds of pure protein 
per individual per year. In other words, there is a domestic market for some 
1,200,000 tons of additional pure protein per year. This amount is equivalent 
to all the protein currently consumed in 1.2 times the fluid milk or 1% times 
the beef or 2 times the pork or 3 times the eggs or 10 times the cheese or nearly 
15 times the nonfat dry milk solid protein. 

2. The price of protein is high and, although it comprises a relatively small 
proportion of the diet in terms of weight, 60 cents of every American food dollar 
goes for its purchase. The white stuff in milk, the red stuff in meat, the casein 
in cheese, and the clear stuff in eggs are examples of food protein. 

3. The dairy industry is presently producing, at farm level, as much protein 
as that consumed in the forms of all the beef, pork, veal, lamb, mutton, fish, 
poultry and eggs combined. About 85 to 90 percent of the dollar value of a 
quart of milk is reasonably chargeable to protein. 

4. The dairy industry produces protein more efficiently and at lower cost than 
any other animal protein of farm origin. For example, dairy cows producing 
300 to 400 pounds of butterfat per year produce approximately an equal quantity 
of protein. By contrast, a 1,000-pound beef animal, taking 3 animal years to 
produce, places on the American table only 80 to 90 pounds of protein. 

5. Milk protein is practically unexcelled in nutritive quality, that is, it con- 
tains all of the aminoacids necessary to human nutrition and contains them in 
more nearly the relative quantities required than most other protein sources. 

6. In spite of a market for protein which exceeds the supply, and in spite of 
an extremely favorable competitive position to capture both the additional 
market and a larger proportion of the present market, the dairy industry is pres- 
ently in an unfavorable economic position. 

The basic reason for this anomaly is that the dairy producers, the dairy proces- 
sors, and the consuming public have integrated dairy products in the general 
field of edible fats. Milk and its products, as a primary source of high quality 
protein, has been largely ignored. As a result, with the edible fat market 
adversely affected by an ample supply of competing products, the dairy industry 
is selling protein at virtually giveaway prices as compared with other major 
protein sources, Compare the following protein prices taken from the retail 
protein price report for March 15, 1955: 
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Dairy products Other protein foods 
Price per Price per 
pound protein pound protein 
Nonfat dry milk . Hamburger 
Cottage cheese ; Salmon, canned 
Evaporated milk : Beef chuck 
©ured Cheddar 
Fresh whole milk 


It also should be noted that this unfavorable price structure with respect to 
dairy protein is not traditional. For the 50 years ending in 1945, the selling 
price of protein in fresh whole milk was consistently equal to that of round- 
steak protein. Today it is one-half. The contrast is even more marked with 
respect to the selling prices of protein in other dairy products. 

In analyzing the problems presented in the general field of protein nutrition, 
both nationwide and worldwide, PERC’s staff has devoted itself particularly to 
this anomaly of economic hardship in the dairy industry in the face of what 
appeared to be a virtually unlimited market and a highly favorable competitive 
position. It has come up not only with theoretical solutions but also with prac- 
tical, dollarwise answers that can go to work in the dairy business and can help 
market milk protein more profitably. 


Report No. 2 


(Appeared as a feature article in American Dairy Products Review, 
January 1953) 


WHAT'S in a QUART of MILK? -42¢ WORTH of FOOD for 20¢ 


by Harriet L. and Harry C. Andrews 


0.02 lbs. 


ea 


Protein Minerals 


Its DOLLAR VALUE on basie of Competitors’ Price 


ig 584 0.3% 


O ey Oo 0 


Fat PROTEIN Minerals Vitemins 


What's in a Quart of Fluid Milk?.......42¢ Worth of Food for 20¢ (See chart) 


This chart tells two stories: 
1, The approximate amount of various constituents in an average quart of 
whole milk. 


2. The dollar value based upon a conservative estimate of the competitor’s 
retail price of these constituents. 
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The amounts of each constituent are based upon information taken from Com- 
position of Foods, USDA Agricultural Handbook No. 8. 

The competitor’s retail prices are what the authors believe to be fair estimates, 
and are not expected to be taken as highly accurate nor final. 0.1 pounds sugar 
at 10 cents per pound equals 1 cent. A little over 0.08 pound fat at 30 cents 
per pound equals 2.5 cents. A little less than 0.08 pound protein at $5 per pound 
equals 38 cents. The common vitamins and minerals were estimated at a total 
of 0.5 cent. Thus a total of 42 cents worth of very high-quality food for about 
20 to 25 cents. 

Higher or lower estimates of the competitor’s price can be calculated but the 
consumer can eusily see that this estimate is reasonable and fair. She knows 
that she can buy sugar for about 10 cents per pound and the competitor of butter- 
fat for about 25 to 30 cents per pound. 

The price per pound of protein will need some explaining. (Unfortunately 
for both the dairy industry and the consumer, we do not receive daily protein 
price reports or market quotations through our established marketing agencies. ) 
The explanation might take this form. About 99 percent of the dollar value of 
an average piece of beef is protein. At 80 cents per pound, 16 percent protein, 
the consumer pays about $5 per pound for protein. Sixty-cent pork, 12-perecent 
protein, also costs about $5 per pound of protein. In fact, the total of the non- 
milk animal proteins seem to average about $5 per pound at this time. 

The cost of vitamins and minerals are indeed difficult to calculate. The details 
are a little lengthy, but a few highlights might prove interesting. The vitamin A 
in a quart of milk, about 1,550 international units, at 15 cents per million units 
would cost about 0.023 cent. On this basis the 38 cents worth of protein in a 
quart of milk would have a dollar value of about 165,000 percent more than the 
vitamin A. In the ease of riboflavin, about 1.68 milligrams, at 12.5 cents per 
gram would cost about 0.021 cent, and the protein would have a dollar value of 
181,000 percent more than it. Thus we see that the amount and the cost of these 
two vitamins are extremely low though their nutritional need is very high. The 
story is much the same for all the known vitamins and minerals—small cost, 
small amount, big nutritional need. 

High-quality protein is different. The nutritional need is very great and the 
cost is, too. It is estimated to cost 50 percent or more of the food dollar in the 
United States. 

In. this little story we have a good, practical picture to show the housewife 
why milk is one of our cheapest foods. She can save 50 cents on the dollar on 
her protein bill by using more milk. She will be glad to learn this. The dairy- 
men should tell her. 

This story is written as an answer to the frequent question: Do the dairymen 
have sufficient real food value in whole milk so that they can give the housewife 
$1 value for each $1 she pays. The answer is “yes.” In fact, they are giving 
her $2 for $1 paid, which is indeed a whopping big baker’s dozen. 

One average quart of milk furnishes about as much high-quality protein 
(34 grams) as one-half pound of meat. Milk is a real solid food plus good flavor 
and other intangibles. It can and should be sold for all it contains. We are all 
learning more about doing this on a sound basis of quantity, quality, and unit 
cost of each of the constituents it contains. 


Remember 


A cow produces milk which contains approximately a pound of protein for 
each pound of butterfat. 

The price of the competitor of milk protein, $5 per pound. 

The price of the competitor of butterfat, 25 cents per pound. 


oe =20, or 2,000 percent difference on the basis of the competitor’s retail price. 


The dairy industry certain should stress the value of milk protein. 


AUTHORS’ NOTE.—To make a completely rigorous analysis of the inherent value of a 
quart of milk each and every chemical compound therein contained, and the combination 
of the same, would have to be studied on a basis of all aspects of safety, quality, quantity, 
unit cost, and the morale or acceptance of all the individuals involved. Consideri the 
vast array of vitamins, minerals, proteins, carbohydrates, and fats, some of which no 
doubt have not been isolated and ntified as yet, it becomes utterly impossible to ac- 
curately quote the true value of a quart of milk. But the continued effort to do so 
embodies some of the most important research and mass education problems which face 
the entire dairy industry today. 
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Reporr III 


i 


Price per | Protein price 5 
| pound of! change from— 


| 
Retail Percent | protein 4|___ pte ati 
price ! | protein? paid by 
| 


con- Last Last 
sumer ¢ month year 


Beef: } 
Chuck roast_......--- pound... $0. 48 | 5. 2 $2. 70 
pS ee do_. 40 | 5. . 96 
PE GOS 0 np dei Rhaaai ae i el . 90 7.6 . 94 

Cheese: | | | | 

Cottage._._._. teh Sphon ...--12-ounce box. . 22 | 9.£ . 50 0 
a it heddar_.____ Se cance dnd ayia! . 65 25. 2.19 0 | 

Chickens, frier, ready to cook __. do | 49 | 5.2 | 3.12 —72 | 

Eggs, fresh Csgece : 20x wee dozen__ - 68 | , 3.90 | +31 


sh: | 
Haddock, frozen fillet ; pound 47 fd 2. 58 0 
Salmon, canned, pink... ._-- ; do..._} . 55 | 20. : 2.60 | 0 | 

RE Pehid hin olcklinies oe al . 68 5. . 25 0} 





M ilk 





Eva yorated can iid ...144%-ounce can_ -14 | . 79 | 0 | 0 

Fresh, whole__- quart .22 | 3.5 2. 48 0} 0 

Nonit, Gry...-.....-.. ; : _pound__| 40 | 35. 6 . 97 0 0 
Pork: | | 

Chops. fad 4. 2 do...) .78 | 3. 5. 40 | —67 | —52 

Ham, whole... Su dbiapabbtee <vube eee - 59 | . 3. 39 —27 —68 
} | | | 





1 Estimated retail prices re: siotdial representative of current United States prices on basis of spot checks 
and price trends. Must be adjusted to meet local conditions. 

? Percent protein, Composition of Foods, U. 8S. Department of Agriculture, Agriculture Handbook No. 8 

Foods may vary appreciably from these values. 

3 In estimating the price per pound of protein in the above foods, all carbohydrates are arbitrarily calcu- 
lated at 10 cents per pound and fats at 30cents per pound. The dollar value of vitamins, minerals, and water 
is considered negligible on a pure chemical market basis. The balance is charged against protein. 

¢ The proteins considered in this report are all of animal protein nutritive quality. 

5 Price change in protein in cents from last month and corresponding month last year. 


This report is calculated and distributed as a public service by the Protein 
Economics and Research Council, Inc., (PERC), West Lincoln Way, Route 3, 
Ames, Iowa. 

This report may be used without permission. Please mention PERC. If you 
desire a mat of the report, please advise PERC at above address. Papers using 
a 12-em column need only to remove the border from the flat cast. 


HUMAN WANTS AND NEEDS 


Most people’s wants include the following: to survive; to raise a family; good 
health ; personal comfort and enjoyment; attractive appearance; social prestige ; 
economic and material security; to live an efficient and orderly life; peace of 
mind, emotional tranquillity, spiritual security ; and others. These wants are the 
‘driving force behind much of modern man’s educational, research, and productive 
efforts, it is quite evident that certain material things are needed to help fill these . 
human wants. They include, for the most part: food (proteins, carbohydrates, 
fats, vitamins and minerals) ; clothing; shelter ; medical, hygenical, inspirational 
and entertainment materials. They also include air, light, water, and earth to 
stand upon. These materials might be called fundamental materials, needed to 
help satisfy human wants. 

These fundamental materials were either created, or they must be: produced, 
gathered, processed, or prepared in some fashion; protected against such things 
as fire, weather, insects, predatory animals, as well as thieves and invading 
armies; distributed so that they can finally be: consumed or utilized to help 
satisfy ‘the wants of people by filling their needs. 

This should be done with due regard for all pertinent aspects of safety, quality, 
quantity, unit cost, and the morale of the individuals involved, including customs, 
habits, and religious preferences. 

This is a comprehensive breakdown, or outline, of mankind’s problems insofar 
as they hinge upon material things. Our supply of these fundamental materials 
determines, for the most part, the level of our standard of living. 
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The present rate and cost of food protein production and distribution is the 
major rate-selling step, or supperbottleneck, in our efforts to increase our material 
standard of living. This is true in America and throughout most of the world. 
This protein problem is rapidly gaining recognition as the No. 1 material problem 
in the world today. 


Report IV 


Retail protein price report for United States, June 15, 1955 
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Round steak 
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Fish: 
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Lamb, leg 
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| Estimated retail prices reasonably representative of current United States prices on basis uf spot checks 
and price trends. Must be adjusted to meet local conditions. 

2 Percent protein, Composition of Foods, U. 8, Department of Agriculture, Agriculture Handbook 
No. 8. Foods may vary appreciably from these values. 

3 In estimating the price per pound of protein in the above foods, all carbohydrates are arbitrarily calcu- 
lated at 10 cents per pound and fats at 30 cents per pound. The dollar value of vitamins, minerals and 
water is considered negligible on a pure chemical market basis. The balance is charged against protein. 

¢ The proteins considered in this report are all of animal protein nutritive quality. 

5 Price change of proteir in cents from last month and corresponding month last year. 


This report is calculated and distributed as a public service by the Protein 
Economic and Research Council, Inc., (PERC), West Lincoln Way, Route 3, 
Ames, Iowa. 

This report may be used without permission. Please mention PERO. If you 
desire a mat of the report, please advise PERC at above address. Papers using 
a 12-em column only need to remove the border from the flat cast 


THE GREATEST UNTAPPED MARKET IN THE WORLD 


If we were all eating enough high-quality protein to satisfy our protein hunger 
three itmes a day, America would soon eat up its surpluses. 

The surplus farm commodities are composed primarily of starches, sugars, 
cellulose, fats, oils, and lower quality vegetable proteins. Fed to animals, these 
commodities yield high-quality protein foods in the form of meat, milk, eggs, 
poultry and cheese. 

It has been adequately demonstrated by the Armed Forces and millions of 
other well-fed people that health and morale is generally improved if people 
eat all the high-quality protein three times a day that their hunger demands. 
Millions suffer from protein hunger, even though we are currently spending about 
60 percent of the American food dollar for protein. This totals nearly $40 billion 
per year at the retail level. 

PERC estimates that there is a potential market for about 15 additional 
pounds of protein per person per year in America. This is equivalent to 1.2 
times the protein currently consumed in all the fluid milk, or 1.5 times the 
protein in the beef, or 2 times the pork, or three times the egg, or 10 times the 
cheese or nearly 15 times the dry skim milk protein. The deficit of food protein 
throughout the world is about 30 to 40 times this large. 
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While human markets for fats, sugars, starches, oils, and lower quality 
proteins are glutted, and the potential market for additional vitamins and 
minerals amounts to only a dollar or two per person per year at the wholesale 
level, the market for more high-quality protein is tremendous. It is the largest 
— market in the world today, and is available to alert businessmen every- 
where, 

PERO can help energetic merchandizers who wish to learn how to profitably 
sell more high-quality protein foods in the form of meat, milk, eggs, poultry, 
fish, and cheese. 

Mr. Aserneruy. I will tell you goodby and turn the meeting over 
to Mr. Johnson, after which we will adjourn. 

Mr. Jounson. Friends, I sure want to thank you all for turning out 
the way you did this morning. 

When I woke up at 5 this morning and looked out the window in 
the hotel room and saw the snow blowing, I said, “The farmers aren’t 
going to get in.” But the farmers fooled me. "You turned out and 

ad as good an attendance here in Eau Claire as we have had anywhere 
in the area. 

I think you have shown our friends from Virginia and Mississippi 
- ou can get out; that this weather does not hold you up. 

eel proud of the fact that we have had the committee here. I 
Fa not believe the House Agriculture Committee has ever been to 
Eau Claire before. 

I hope, as I said in my opening statement, that we can bring them 
back again and show more of them what a great dairy State we have. 

As Ihave always contended, it is not only the dairy farmers’ problem 
but everybody’s problem. Ail farm groups and segments of agricul- 
ture have to work together, because they are all going to hang sepa- 


rately if they do not work together. 
T thank you. 
Mr. Asrernetuy. We will adjourn. 
(Whereupon, at 11:20 a. m. the committee recessed.) 
(Additional statements submitted are as follows :) 


Hupson, WIs., November 15, 1955 


WISCONSIN FARMERS UNION, 
117 West Spring Street, 
Chippewa Falls, Wis. 


Dear Srr: The weather conditions may make the highways impossible tomor- 
row the 16th of November, in which event I would like to have the enclosed 
statement read or filed at the dairy subcommittee hearing to be held at Eau Claire. 

Yours truly, 
JOHN E. RUMMELE, 
St. Croix County Farmers Union. 


Gentlemen, agriculture, under present methods, is under a terrific squeeze. 

During the last thirty some years farming has changed from where a third 
of the farm was used to produce its own power and service. Now this por- 
tion of the farm must be used to raise necessary cash to purchase this power 
and service. 

At present a farmer may not be able to eat breakfast if the light bill is 
not paid or plow for crops because his credit is not good enough to keep the gas 
tank full for the tractor. 

These services and power are purchasd from a highly regulated industry— 
very much regulated by our own Government itself. Certainly a drastic change 
from where a rugged individual in grandfather’s time could operate much 
by himself. 

Therefore it is absolutely necessary to have a well regulated and stabilized 
program for farmers also. Such as might be had if 5 or 10 people imstead 
of 5 million control the entire farm production. 

We should refer to this as a stabilizing, rather than a control program. 
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One of the probable reasons why 5 million farmers cannot agree, could be 
because of the dearth of specialized advisers who must follow that line to 
hold their job with an agency that must also follow that line to hold their 
elients or advertisers, for instance, subsidies for agricultural products, by 
some is called socialized agriculture while subsidized business is just good 
business, as is expressed in many subsidized papers, or press. 

Because of these differences of opinion of farmers, any farm program must 
be complete and entered into by all farmers, And, any farm program must 
have definite regulations to protect its operation and, must employ, either pen- 
alties, or incentive payments, or both to enforce compliance. For instance, 
a corn farmer may not be interested in cutting corn acres any more for the $1.50 
guaranty a bushel, when the program by his neighbors has shot the corn price 
up to $1.40 a bushel. 

I like the proposed method of stabilizing dairy production and income. 
Because it contains the necessary enforcement penalty and incentive pro- 
visions, one feature particularly, the $2,500 maximum payment which is reached 
much sooner in a period of so-called surplus or high production, which widens 
the spread between market price and 90 percent of parity price. 

Apparently nearly all of the St. Croix County farmers feel that way, as 
evidenced by these petitions. 


STATEMENT OF Ropert A. BAILEY, SARONA, WIs. 


There are several factors that enter into the dairy price situation; in fact in- 
to all agricultural prices. For dairy prices do stand by themselves alone, but are 
tied to the prices of competitive animal products, that is meat, poultry, and eggs; 
to the price of feedstuffs ; to the costs of supplies and machinery; and finally to 
labor costs. 

The farmers of Wisconsin will not in the long run, profit by raising the farmers’ 
return from dairy products to a point where other areas not as well suited to 
dairying increase their production, And, too, there is the problem of parity ; what 
does it mean, and how will parity be determined ? 

To run about talking about 90 percent of parity, or 75 percent of parity or 
flexible price supports, when we don’t even know what is meant by parity, is but a 
fool’s errand. Take for example parity for corn; and the price of corn is un- 
doubtedly the greatest single factor of dairy feed costs. Is parity to be based on 
1910-14 costs or on today’s costs? Today the labor needed to produce an acre 
of corn is but 12 hours, compared with 35 hours in 1910. And there is further, 
the increased acre yields due to hybrid seed, improved fertilizers, herbicides, 
and insecticides. It is not impossible that the price of corn today would be 
above 100 percent parity if based on today’s costs, instead of the horse and 
buggy costs of long ago. I know that when we put 15 acres of 60-bushel corn in 
the silos, we did not assume that that corn was worth support price. 

I know that our own costs when measured in labor, and number of cows pro- 
ducing have radically dropped in the last 20 years. For 20 years ago we had 
30 cows, and 6 horses, and 4 men in the summer. Now with 40 cows, and 2 pen- 
sioned horses the same amount of work is done by 2 men. On a hot summer’s day 
a man could cultivate 4 acres of corn, now with a tractor it will be 20 acres. 

One of the main troubles that affect the farmers of this country is inflation. 
For while their prices are determined largely by world markets, the costs of 
the things that they buy are severely inflated by increased labor costs. One 
of the minor farm organizations has its apparent creed “What’s good for Walter 
Reuther, is good for the farmer’; ‘That one can have more by doing less’; the 
philosophy of the “economy of scarcity.” I know that the bonds that I bought 
in 1945, will not today with their accumulated interest buy in farm supplies what 
they did in 1945. The farmer today is a small island of normalcy in a sea of in- 
flation. 

I note too in the last Sears catalog, German tools advertised at about half of 
the cost of American made tools. That is if we increase our costs through mini- 
mum wage laws, and other artifical means; we must expect a flood of foreign 
goods or else raise a tariff wall against them. And yet we speak of the “good 
neighbor” policy, and the good to be derived from the St. Lawrence seaway. But 
the good that can come from the St. Lawrence seaway will be primarily through 
foreign trade. 
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I have no objection if wage increases can be accomplished with reduced or 
stable goods costs. But wage increases that ultimately result in the pricing 
of ourselves out of the foreign market will do the farmer and the laborer naught 
but evil. 

It is not the price that the farmer receives for his product that hurts, it is 
the increased price of what he buys. 


STATEMENT OF Fay MIKESILL, PRESIDENT, PreERcE CoUNTY FARMERS 


Mr. Chairman, members of the Dairy Subcommittee, my name is Fay Mikesill. 
I have farmed for 27 years in Pierce County and operate a 120-acre dairy farm 
which consists of a herd of 24 cows. 

Members of the committee I wish to go on record at this meeting of opposing 
the 75 percent sliding-scale program for dairy farmers. 

This bill was passed with the intention of lowering the production of dairy 
products in the United States and to lower prices on dairy products for the 
consumer. This bill has done neither of the two things mentioned above. The 
dairyman was forced to put more milk cows in his barn and add a few extra 
brood sows to his flock to make up the difference he lost in income due to the 
drop of parity. What has happened is this, the dairy farmer today is producing 
more milk and more hogs than ever before. The price of my milk has dropped 
from $3.50 in December 1952 to a present price of $3.05. This price is based 
on 3.5 percent test, while the price of the manufactured goods I use in the 
operation of my farm has steadily increased, including a 10 percent rise in repair 
parts this fall. 

We farmers in Pierce County are paid according to manufactured milk prices 
to set our price per hundred on our farms, so by keeping the milk down as low 
as possible the processors are in a position to enjoy larger net earnings while 
farm income declines. Also the value of dairy cows has dropped in the market 
to almost half what it was before the flexing of parity bill was past. The farmer 
is faced with a very serious problem as for help on the farm, it is impossible for 
him to pay the wages that men can receive in the towns and cities so we have 
been forced to invest in machinery to take the place of hired help. 

Now members of the committee this adds up to a very dark outlook for farm- 
ers, if something isn’t done soon to improve farm income it is going to force the 
family-type farmer into bankruptcy. I do not think the Government wants to 
see this happen to the family-type farmers. So as I see it we must have full 
parity along with other industry at all times so farmers may prosper to form 
a better national economy and receive their share of the national income. 

These are the reasons why the flexible price support system must be repealed 
and legislation passed in the next session of Congress a bill to support dairy 
products for full parity. The important part that dairy products has in our 
daily diets, we dairy farmers feel it has a place in the basic commodities along 
with production controls supported at full parity. Members of the committee 
I think this is the key to the solution of the overproduction of dairy products, 
and to allow our products to be put on the open market to seek its own price 
level but pay directly to the farmer the difference in the form of subsidy for 
full parity. To back up my statements that I have presented to you, we in the 
Farmers Union made a survey of our county contacting our neighbors with two 
petitions one favoring the flexible price support system and the other favoring 
production controls at full parity. Now this survey was done the most honest 
way possible as these farmers were asked to sign one they favored or if they 
didn’t want to sign that was all right also. This gave us a true picture of what 
the dairy farmer wanted as a farm bill. The result of this survey was so 
strongly in favor of the full parity under controlled production bases that this 
is the true evidence of what the farmer wants. 

An article appeared in our last weekly paper by our State senator, Robert P. 
Knowles who had recently interviewed Congressman Melvin R. Laird, member 
of the House Dairy Subcommittee. In the conversation printed in the paper, 
Mr. Laird states that he thought a referendum was a dangerous thing for the 
State of Wisconsin because he did not think the referendum would receive a 
two-thirds vote in a national referendum, thus forcing parity on dairy products 
to drop to 50 percent of parity which is now a law which is in statute. I recom- 
mend to the committee to rewrite our law for basic commodities requiring that 
all commodities included as basic be supported at 75 percent of parity in case a 
referendum fails. 





338 INVESTIGATION OF DAIRYING, 1955 


I think you members serving on the Dairy Subcommittee did the right thing 
to come to Wisconsin and hear the dairy farmers’ story of what they want 
in the form of a dairy bill. I am glad to have this opportunity of meeting with 
you members of this meeting and hope through my testimony that I have done 
something to convince you that necessary steps be takén immediately to bring 
back farm prosperity to the family-type farm. I also want to thank our Hon- 
orable Congressman Lester Johnson of the ninth district for his efforts of 
making this meeting possible and to the city officials of Eau Claire for having 
this meeting held in their city. 

I thank you very much. 


STATEMENT OF CORLISS J. HENDRICKSON, BELDENVILLE, WIS. 


My name is Corliss J. Hendrickson; I live in Pierce County and operate a 
120-acre dairy farm on which is 22 milk cows and 500 laying hens in present 
operation with hogs being temporarily excluded. I want to bring to the attention 
of this committee a problem which exists in this community; many farmers 
borrow money from Production Credit Association and local banks to buy 
fertilizer, breeding stock, machinery and repairs on buildings. In borrowing 
this money the farmers must promise the method in which they intend to repay 
their notes. Many of them consign a certain percentage of their milk check, 
some consign the check from sale of culled cows, and others consign checks 
from sale of certain numbers of hogs. 

These receipts are based on a certain number units at a given price. For 
example, a farmer borrows $1,100 at 6 percent in January of 1955 of which the 
receipts of sale of 30 hogs at the sale price of $20 per hundred, thus he expects 
to have an income of $1,200. Come November 1, 1955, this farmer sells these 
30 hogs and under the flexible price support system he received $13, which brings 
him a total of $780. Out of this $780 is first taken the interest on the $1,100 
note which would would amount to $66, leaving a balance of $714 to be applied 
to $1,100 principal, thus forcing the farmer to renew the note for another year. 
Under this kind of flexible system a farmer cannot lay out a yearly plan of 
purchases and know if it will be possible to pay even though he does produce 
the units of merchandise for sale that he intended at the beginning of the year. 

A similar situation as developed from dairy cattle which were $17 per 
hundred in August 1952 and have dropped to a present level of $8 for the same 
type of cow, another recurrence when Mr. Benson dropped milk prices in 1954. 

I recommend to the committee a system of full parity for all farm commodities 
with controls to protect the farm family on the family-type farm and discourage 
operation of our sidewalk farmers, or city investors looking for a place to invest 
their money. 

I thank you. 


STATEMENT oF A. BE. TILserH, BUILDER, MENOMONIE, WIs, 


While I am not now engaged in farming I’m still at heart a farmer since I 
spent the best part of my youth on a farm. I believe that I am in a position to 
express my views as objectively as some people who have spent their entire life 
engaged in farming. I am, therefore, presenting to you my own personal ideas 
in regard to a farm program that would best meet the needs of the Midwestern 
dairy farmer. 

1. Set aside a sufficient number of acres which should be prepared and re- 
stored for future use. This can best be accomplished by setting aside marginal 
farms that do not produce enough to be economical but are still responsible for 
producing more than we consume. It would be more practical as an ever normal 
granary to store in the soil rather than in storage bins. Taking a few acres 
out of poduction on every farm will not prove economical. In order to qualify 
for this program the farmer would prepare the soil for grasses which he would 
be paid for plus a cash rental for a period of not less than 3 years. This land 
would then become productive to wildlife since it would not be farmed nor 
pastured. These farms could then carry their fair share of the local tax 
burden which is becoming an increasing problem. Participation would be on a 
voluntary basis. In order that this program be made as equitable as possible 
a limitation should be placed on acreage set aside by each individual, To 
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eliminate political aspects this program should be administered by local com- 
mittees composed of farmers set up on a countywide basis and serving for a 
period of 1 year without compensation. 

2. A more liberal conservation in accordance with past practices should be 
encouraged on all farms, 

3. Subsidize marketing of hogs weighing less than 200 pounds and of beef 
cattle weighing less than 1,000 pounds. This would cut production and inerease 
quality. 

4. Subsidize dairies for every quart of milk delivered beyond the first quart 
which would be sold at market price and which constitutes the major cost of 
delivery. Any additional quantity in the delivery could be sold at about 60 
percent of the price of the first quart; the Government then paying differential 
based on the cost of packaging and the market price of butterfat. This would 
materially increase the consumption of raw milk. 

5. Encourage the disposal of matured milch cows not producing 300 pounds 
of butterfat annually. These cows then would be sold, the farmer subsidized to 
the extent of 90 percent of parity, which would in itself be responsible for a 
more economical production. Subsidize all butterfat to the extent that the 
producer would receive 90 percent of parity. Take the Government out of the 
market as a buyer and let the price fall where it may. This would not only 
be a farm program, but a consumers program as well. If there must be controls 
let the allotments be based on manpower engaged rather than on investments 
and acreage. 

6. Liberalize social security to the farmer to the extent that it will encourage 
elders to retire and dispose of their farms to a younger generation which would 
strengthen and perpetuate our farm economy. 


STATEMENT oF TED G. BIESTURELL, JR., MENOMONIE, WIS. 


My plan: Pay 90 percent parity to those farming who make 75 or 80 percent of 
their income from the farm. All payments going direct to the farmer with a 
limitation of the total amount. In case of a rented farm and the owner has an 
income from another source exceeding the 20 or 25 percent of his total income, 
the Government will only pay the renter’s share as per agreement on rent. 

Put produce on open market. 


DAtIRy COOPERATIVE INSTITUTE, 
Elisworth, Wis., November 16, 1955. 


To the Honorable Members of the Dairy Subcommittee of Agricuiture: 


The history of price-stabilization programs in the dairy field consists of the 
two programs, first of market orders and since the war of purchases of dairy 
products. There have been problems in both of these, in market orders the De- 
partment has gone too high with class 1 prices and too low with end-use prices— 
thus unrealistically encouraging production. As to purchases of manufactured 
dairy products it will soon be 2 years of the same price level of buying which 
has tested the market reaction in many ways but has been of itself too low to 
give our producers a satisfactory return and a safe economy. We wish to state 
firmly that this period of 18 months of too low an income has put a severe strain 
on our producers who are being hurt more severely every month that passes. 

We believe that our criticism of the market-order errors has been adequately 
presented to this committee by Mr. Nick Fabricius and others. I shall confine 
my remarks to our views relative to problems as we see them relative to the 
price-support program. In any event considering the size of the dairy business 
in the United States, the cost of our price-stabilization programs has been con- 
siderably less than that of the cotton and wheat programs. We feel that the 
need of dairy products as attested to by all dietitians and others fully justifies 
the cost of the dairy support program. 

We want to say some things for the price-stabilization program that we have. 
It is built upon surplus purchasing and handling and we are unanimous that 
any future plans must have this feature as a fundamental part of its foundation. 
It must have additional features to the end that milk producers get an adequate 
return for their milk. The price-support program has certainly been effective 
in keeping a steady floor under manufactured dairy products although as we 
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have stated before the. producers have not had adequate returns, but consumers 
have had a fully adequate supply of manufactured dairy products at a low 
price. Producers, dairy plants, and buyers of dairy products have known what 
the prices would be for long enough periods of time so they could set up a satis- 
factory program of procurement and sales. The surplus has been handled and 
well managed. In addition the Congress and Department of Agriculture have 
put into effect plans and programs that have resulted in a large utilization of 
milk and milk products in our schools. We are also very much pleased with 
the objective procurement of milk powder for the school program that is now in 
effect. The Department of Agriculture has assumed responsibility for utilizing 
as much nonfat milk powder in the school program as is possible. We firmly 
believe that in peacetime we must look to utilizing the bulk of our surplus milk 
within the United States. In this connection we look with favor on the action 
programs that would better utilize the surplus. We are also unanimous in 
opposing any further lowering of prices to increase sales. Because of the above 
factors and the others that have been pointed out to you by other representatives 
of the dairy industry we believe that the additional support that our producers 
need should be made possible by building upon our present program or possibly 
adding another program to it which might be feasible. We see no objection to 
two programs doing the job and we believe that this would be effective. Subsidy 
payments could be made at the plant level or the producer level or milk powder 
could be further subsidized. 

We would like to sell more of our milk in fluid form, but the pattern of market 
orders and the price-support program have the effect of channeling more and 
more of the nonfat portions of our milk into nonfat milk powder. Several years 
ago this group advanced the program of subsidizing the nonfat milk powder 
sold to bakeries. While the dairy industry looked with favor on this proposal, 
the bakers were not ready for it. We still feel strongly that the baking in- 
dustry could use all of the balance of the surplus nonfat powder to the ad- 
vantage of all the American people and we believe that we should continue to 
work on this problem. 

In connection with dairy support programs the question naturally comes up 
of tailoring the production to more closely equal the market needs. In the 
dairy field the product milk cannot be stored but only manufactured products 
and byproducts so we must at all times have a reasonable surplus. With nutri- 
tion needs what they are and world conditions as exist today we are in favor 
of having an adequate surplus and reserve of dairy products. We do not sub- 
scribe to plans of bringing up prices by working ourselves into a position of net 
scarcity. In this area of Wisconsin we do have the greatest reserve of grade 
A milk in the United States and we wish it were better utilized on the fluid 
markets but here we must make the point that to date we have seen no satis- 
factory program of production controls or marketing quotas for dairying. The 
program would have to be first acceptable in the areas that have restricted 
devices to keep milk out. What limits would be accepted there? Also, a lot of 
the surplus is produced by farmers having less than five cows who are marginal 
as to quality. What can be done with these? An objective study of the na- 
tional total need of milk and its products and ways of keeping the reserve both 
adequate and reasonable should be faced by all dairy producers. It would be 
possible to have a program worked out for controlled production on our dairy 
farms but I believe that it would have to be related to milk quality and certainly 
presents a lot of difficulties both as to getting acceptance and as to adminis- 
tration. 

We have spent considerable time and study on the several programs offered 
for dairy agriculture. One of our members favors the federation self-help plan 
but the rest of us feel that it would be a dead-end street. The board would 
start buying but would have to back away as its inventories built up. The Gov- 
ernment would not then have to worry about our surplus and would drop us 
and distribute the surplus from other segments of agriculture. Many advocates 
of this self-help plan feel that they could dump the surplus willy-nilly on the 
rest of the world, but we know that Congress and the State Department could 
never permit this and we feel that it would present enormous jobs of collection 
which would put many plants into an unfair competitive position. There is 
certainly no assurance that support levels would be as high or higher than at 
present and we do not feel that the general public would give us any considera- 
tion because of it. Why should they with class 1 prices going higher and also 
likely the retail price of manufactured dairy products? 
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We have to give a careful look at any price-support mechanism offered be- 
cause it would be possible through them to have dairying more divided than at 
present and with a worse depression in our dairy groups at the same time that 
other groups in other areas were more prosperous. For the foreseeable future 
we believe than our price-support programs must be built upon the foundation 
of our present plan and us many improvements as are possible added to it. 

We feel that an auxiliary program to our present one could be set up possibly 
on a powder subsidy deal or on subsidy payments at the plant level or producer 
level so that our producers could receive the 90 percent of parity that they should 
have. We do not look on this as a final program. We must weigh all possibili- 
ties of getting a better plan but we repeat that we feel we must have a reason- 
able reserve or surplus which is important to all the American people and we 
must have programs so that this reserve does not break the back of our pro- 
ducers income. 

We wish to express our appreciation to Congressmen Lester Johnson, Melvin 
Laird, August Andresen, and Mrs. Coya Knutson for bringing this committee 
to this dairy community and we want to thank all of you for coming and assure 
you of our willingness to cooperate with you at all times. 


Howarp CARPENTER, President, 


Mr. Chairman and members of the committee, as this is the final hearing in 
Wisconsin, I want to take this opportunity to try to clear up a point or two. 

First, I would like to clear up the question raised on the dairy referendum. 
I know that our dairy farmers do not want anything that anyone else does 
not have. We do not believe that even the members of this committee are 
happy about the situation in the basic crops. We believe that we need a farm 
program that goes all across the board for all commodities. We have asked 
for dairy marketing quotas and 90 percent of parity. The so-called basics have 
acreage allotments which in dairy would be comparable to cow numbers. 
There is just a lot of difference between acreage allotments and dairy marketing 
quotas based on units of production. 

Mr. Chairman, you have sincerely raised the point several times about the 
results of a lost dairy referendum vote and then the support price falls to 50 
percent of parity. This would not be too much worse than we are in this area 
now. Certainly, if we lost the referendum, the free market would most likely 
operate and the consumer index would be the guide. I doubt that a 50 percent 
parity support would be too much above the free market price. We might as 
well cut the whole tail off the dog as nip at it an inch at a time as is now the 
case under Benson’s bankruptcy program. 

This idea of lowering price supports to any level below 90 percent of parity 
to accomplish lower production incentives is not sound and will not do anything 
but add to the surpluses and bankrupt the farmer. Personally, I went through 
that in 1921 when we broke up 26 acres of new land and added more cows and 
hogs to our operations and where did it bring us by 1982? 

Second, I want to refute the silly argument that production controls are 
regimentation. We live in a controlled economy. Can those who fear produc- 
tion controls name one enterprise in this country that has gone bankrupt under 
controls? Are the banks, the railroads, private utilities, airlines, steamship 
companies, trucklines, and numerous others showing any signs of bankruptcy 
under regulation? They are among the Nation’s soundest businesses and pro- 
vide the public with means for the soundest investments at good returns on 

-doliars invested. These Government-regulated businesses in a free-enterprise 
systent boast of their soundness and stability due to regulations. Some are con- 
trolled by both States and Federal laws. 

Would those who make the most fuss about a democratically regulated agri- 
culture also advocate abolishing all State and Federal laws governing these 
institutions? It does not make sense. It’s just plain nonsense. You can’t 
have your cake and eat it, too. I have gone through two depressions as a farm- 
er and have seen gome pretty theadbare clothing and know that any farmer 
turned over to the so-called free market, the speculator, processor, and dis- 
tributor, will be stripped of his possessions in a short time. Some farmers have 
not as yet experienced this, but it is coming fast now under the Benson-Farm 
Bureau policy dominated by the private processor crowd of this country. 

Mr. Chairman, we need the so-called Brannan plan for all perishables. Let 
the market seek its level and use the compensatory payments to farmers to make 
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up the difference between the market and parity. I think the storables will 
do best under the loan-and-storage plan. And we will all do better if these are 
coupled together with the acreage-conservation program by keeping idle acres 
out of producing livestock and dairy products. 

Our Government is us and I do not think it is very thoughtful or respectful 
of anyone to advocate that Government is bad. Maybe some governments are 
bad, but for one the Farmers Union will string along with the protective arm 
of good old Uncle Sam. After all, he had been very good even to his critics. 
They take their benefits home through the back door. 

We are grateful for your visit to Wisconsin. When your committee an- 
nounced that it was coming out to Wisconsin to get the farmers’ point of view, 
we realized that 153,000 farmers could not appear at these hearings, so we cir- 
culated the petitions as the next best way of letting farmers express themselves. 
If anyone thinks that farmers will sign just anything, they are mistaken. Any 
farmer who says he did not have a chance to sign a petition of his choice is just 
using that for an excuse, as thousands of these petitions were distributed and 
much radio and newspaper publicity has been given. However, one farm group 
warned their membership against signing. 

These petitions are an honest expression of a vast majority of Wisconsin farm- 
ers’ feelings and if not heeded now, will show up in the next general election. 

Again, Mr. Chairman, on behalf of the Farmers Union, we thank your com- 
mittee for visiting our State. 





INVESTIGATION OF DAIRYING, 


THURSDAY, NOVEMBER 17, 1955 


Untrep Srares House or REPRESENTATIVES, 
Dairy SuBCOMMITTEE OF THE COMMITTEE ON AGRICULTURE, 
Rochester, Minn. 


Present: Representatives Abernethy, Johnson, Jennings, Knut- 
son, Andresen, heen Williams, and Laird. 

Also present: Mr. George L. Reid, Jr., assistant clerk; Mr. Charles 
Figy, assistant to the Secretary of Agriculture; and Mr. Ernest C. 
Betts, Jr., assistant to the Secretary of Agriculture. 

En route from a hearing at Madison, Wis., to Moorhead, Minn., 
for an official hearing, the Dairy Subcommittee attended a luncheon 
at Rochester, Minn., given by the agricultural committee of the Ro- 
chester Chamber of Commerce, Mr. Owen Owens, chairman; the 
Rochester Dairy Cooperative, Mr. Charles Stube, manager; and the 
Marigold Dairies, Mr. R. E. Graupmann, president. 

The following dairy and farm leaders in Minnesota were in attend- 
ance at the luncheon : 

Charles Stube, manager of Rochester Dairy Cooperative, director 
of Dried Milk Institute; Rufe Graupmann, president and general 
manager of Marigold Dairies, president of Northwest Ice Cream 
Manufacturers Association; Bob Roesler, president of chamber of 
commerce; Owen Owens, chairman of agriculture committee of the 
chamber of commerce; Lew Conlon, manager of Minnesota Dairy 
Industries Committee; Ruth Marie Peterson, Princess Kay of the 
Milky Way and American Dairy Princess; Herman Glabe, dairy 
farmer and president of Rochester Milk Producers Association; Pat 
Conway, dairy farmer, Rochester Milk Producers Association; Her- 
man Olson, executive secretary, Minnesota Creameries Association ; 
Floyd Thompson, executive secretary, Minnesota Creamery Operators’ 
and Managers’ Association ; William Gordon, editor of Dairy Record; 
J. O. Lund, manager of Farmer’s Creamery of Zumbrota, past presi- 
dent of National Creameries Association; Art Lewis, dairy farmer 
and president of Minnesota Cheese Producers Association; James 
Gordon, manager of the Minnesota Cheese Producers Association; A. J. 
Hugstad, president of Arco Dairies; Gordon Johnson, dairy farmer 
and secretary of Olmsted County Holstein Breeder’s Association ; 
Clyde Brown, dairy farmer and president of Olmsted County Hol- 
stein Breeder's Association; Art Johnson, dairy farmer and secre- 
-_ of Guernsey Breeder’s Association; Russell Heins, dairy farmer 
and president of the Guernsey Breeder’s Association; Fred Furlow, 


purebred jersey breeder; Robert McClean, secretary of Jersey Breed- 
er’s Association; Edwin 8S. Doty, beef breeder and feeder; Clarence 
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Carpenter, poultry and hogs; Floyd Stocker, beef breeder and feeder ; 
Jack Winslow, hog farmer; Elmer Rickert, hog farmer; Russell 
Hasley, Rochester Breeders Farm Hatchery; Bryan Rossi, partner, 
Rossi Farm Dairy; Fred Ulrich, fruit farmer; Eldon Roddis, feed 
dealer and manufacturer; George Allen, implement dealer; Carlton 
Penz, farmer; George P. Daley, dairy farmer and president of Ro- 
chester Dairy Cooperative and member of Farm Credit Board; Ed 
Graskamp, secretary of Rochester Dairy Cooperative; Maurice Fran- 
cis, feed dealer ; Al Whiting, manager of Marigold Dairies, Rochester. 

The following guests were also in attendance at the luncheon: 

Al Sjowall, Ray Ferdinandt, Dick Plunkett, Rex Gregor, Ray 
Aune, Jack McNiff, Gene Haylett, Gordon Dashow, A. J. Olson, Dr. 
Paul Zollman, Rochester Post-Bulletin, KROC, Jim Faber, and Otto 
Gerber. 

Mr. Charles Stube, the manager of the Rochester Dairy Coopera- 
tive, Mr. R. E. Graupmann, president of the Marigold Dairies and 
also president of the Northwest Ice Cream Manufacturers Association, 
and Mr. Robert Roesler, president of the Rochester Chamber of Com- 
merce, extended greetings to the members of the Dairy Subcommittee 
and to those in attendance. Hon. Thomas G. Abernethy, chairman 
of the subcommittee, and Hon. August H. Andresen, a member, re- 
sponded to the messages of welcome. Mr. Robert Roeslér, the presi- 
dent of the Rochester Chamber of Commerce, also extended greetings 
to the guests in attendance at the luncheon. Miss Ruth Marie Peter- 
son, the American Dairy Princess, was present and introduced to 
the committee and guests at the luncheon. 

No formal hearing was scheduled by the committee at Rochester ; 
however, committee members were given an opportunity to talk with 
individuals in attendance at the luncheon and also to visit the plants 
of the Marigold Dairies and the Rochester Dairy Cooperative, in 
order to personally see and have explained the operation of two highly 
modern and successful dairy processing plants. 

Committee members were greatly impressed with their visit to 
Rochester. In addition, committee members were given a brief 
opportunity to visit the famous Mayo Clinic. 

The following statements were submitted to the committee chair-. 
man on various phases of certain dairy problems in the Minnesota 
area. Other guests present at the luncheon, representing other phases 
of Midwest agriculture, were also given the opportunity to file and 
submit statements to the committee. 

(The statements thus far received appear as follows :) 

ROCHESTER MILK PRODUCERS ASSOCIATION, INC., 
Rochester, Minn., November 29, 1955. 
Hon. Aueust H. ANDRESEN, 


Member of Congress (Minnesota), 
Washington, D. C. 


Dear Sir: Enclosed is the statement of my views on the dairy situation you 
requested sent you for filing with the Dairy Subcommittee of the Agriculture 
Committee of the House. 


Yours as ever, 
H. J. GABE. 
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STATEMENT oF H. J. GLABE 


MEMBERS OF THE COMMITTEE, ladies and gentlemen, I am grateful for the oppor- 
tunity to briefly give my views on the dairy situation. 

In 1954, the Grade A Milk Producers Association of Rochester opposed the 
sharp reduction in parity from 90 to 75 percent. Both before and after this 
reduction, milk sold at retail for the same price—20 cents per quart. Now, with 
producers prices slightly higher and with costs of processing and distributing 
greatly increased, milk still sells for 20 cents per quart. It would seem that the 
reduction in producers’ price at that time was unwarranted. Also, more grade A 
milk has been produced by the same farmers since this price reduction, thus the 
original idea of reducing surpluses was not accomplished. 

Personally, I do not know what should be done or should have then been done, 
as rigid price supports would surely have been no better. It seems that the 
increased consumption of milk and butter are now influencing producers prices 
favorably and I look forward to the day when prices can find their own level, 
without any supports, but the time is not ripe for that. 

A recent National News letter describes the farmers situation thus: “Farm 
prices are down 15 percent from the years 1947-49. From the peak in 1951 the 
decline is much greater, more than 26 percent. This is a sizable drop. At the 
same time, prices paid by farmers are up 12 percent and are still rising. Com- 
pared with earlier this year there have been big jumps in the prices of tractors, 
farm machinery, and many other items. 

There is no question that the dairy farmer is being squeezed by this situation. 
I surely hope that all these facts will be considered when new farm legislation 


is proposed. 


MINNESOTA CHEESE PrRopUCERS ASSOCIATION, 
Pine Island, Minn., November 29, 1955. 
Hon. Aueust H. ANDRESEN, 
Congressman, First District, Minnesota, 
House of Representatives, 
Washington, D. C. 

DEAR CONGRESSMAN: As a milk producer and president of the Minnesota 
Cheese Producers’ Association, I wish to bring to your attention and urge the 
correction of a serious situation in the cheese-manufacturing industry resulting 
from the underpricing of cheese in the Federal support program. The Com- 
modity Credit Corporation feels that their stocks of cheese are burdensome 
and are underpricing cheese so as to divert milk from cheese factories to butter- 
powder plants. 

It is my understanding that Congress intended that milk producers were to 
receive a certain percentage of parity for their milk regardless of the product 
made. This is not the case and producers who look to the cheese factory for 
their milk market are not receiving the same financial returns as butter-powder. 
We as cheese milk producers are not asking for any advantage, but are insisting 
that we receive equal returns. 

Due to this underpricing of cheese, our plant, which is a result of a consolida- 
tion of a group of small cooperative cheese plants in your congressional district, 
have discontinued the manufacturing of cheese since August 1954. Our plant 
manufactured 5,060,000 pounds of cheese in 1953, and have turned to the produc- 
tion of butter and milk powder. 

It is our wnderstanding that several large cheese plants have made plans to 
discontinue cheese manufacturing and others are planning to follow. Those 
changes involve a considerable outlay of capital. While it may be true that the 
large plant may be able to make those changes, due to large volume and ability 
to get capital to carry through those changes, the small plants are unable to do 
this, as their volume will not permit those changes. Therefore the patrons of 
those small plants are suffering from reduced income. 

This forced conversion of the larger cheese factories from the production of 
cheese into the production of butter and powder is also causing concern to many 
of the established manufacturers of milk powder; they feel that this arbitrary 
forcing of milk from its normal production into cheese is creating additional 
competition in an already overcrowded field. 
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We urge that you bring this crucial situation to the attention of those in 
charge of the domestic and foreign disposal programs to step up the disposal 
of the so-called burdensome Government-held stocks of cheese, and secondly to 
prevail upon the Livestock and Dairy Branch, Commodity Stabilization Service 
USDA, to raise the price of cheese at least 3 cents per pound so that mannufac- 
turers of cheese will be on an equal basis with other dairy products, and milk 
producers shipping to cheese factories will receive the same returns as though 
they shipped the same milk to butter-powder plants. 

Yours truly, 
A. 8. Lewis, President. 


STATEMENT OF PATRICK CONWAY 


Gentlemen, my name is Pat Conway and I am a dairyman from southeastern 
Minnesota. Our farm is located 6 miles west of Rochester, in Salem township, 
a very good dairy section of Minnesota. I now hold, and have held director- 
ships and offices in numerous dairy enterprises. As a dairy farmer, I am sin- 
cerely grateful to be given an opportunity to appear at this hearing. 

I am sure that everyone here is aware of the seriousness of the situation in 
which the dairy farmer finds himself. In the last 4 years, I have attended the 
annual conventions of the National Milk Producers Federation. At all of their 
conventions, they have advocated a self-help program. By that I mean a pro- 
ducer financed and operated stabilization program for dairymen. I advocate 
the adoption of such a program, which will include the protection for dairymen 
from factors such as diverted acres which may arise from other governmental 
programs and actions, and which embody the production control features fixed 
in the administration of the price-support provisions of any producer-financed 
program. 

Until such time as a satisfactory producer financed and operated dairy stabi- 
lization program can be enacted and put into operation, it is essential that a 
price-support program for milk and butterfat, and the products thereof be con- 
tinued in effect, and that such programs guarantee returns to dairy farmers 
equal to, or in balance with, returns to producers of other supported commodi- 
ties and in line with the costs of production which are affected by other Govern- 
ment programs. In any case, prices shall not be less than the original price- 
support formula for the basic commodities for the intervening period. 

Under our present dairy program, we find that we have about a 3 to 5 percent 
excess production. To remedy that, we have lowered supports 15 percent. I am 
sure that a small boy in the third or fourth grade would be more intelligent than 
to go into a deal such as that. The dairy farmers were told that the lowered 
supports would increase consumption and decrease production. In the last 
issue, in an article of the Dairy Record, it stated that September production 
was 3 percent above a year ago. There is every indication that production will 
go even higher in the months ahead. Cheap corn and oats, plus the low hog 
prices, are bound to make more farmers turn to dairying, or to feed more 
grain to their present dairy herds. 

Consumption is up about 1% percent nationally. In the last year, millions of 
dollars have been spent in advertising. There have been giveaway programs. The 
dairy farmers received $400 million less for their product. Butter consumption 
was increased about $42 million. To increase less than 2 percent consumption, the 
dairyman spent millions for advertising. There were giveaway deals of every 
description. 

I think that the school lunch should be liberalized so that more schools 
would participate. Last year, just a little more than one-third of the money 
appropriated was used. By having high quality, ice-cold milk available in the 
schools, children will get into the habit of drinking milk instead of other drinks. 
The habits that children form in the grade school generally follow them through 
life. I think there are many underprivileged children and adults in the United 
States. It would be worth some effort and money to see that these people 
receive the means of obtaining enough dairy products to provide a healthful 
diet. Milk is the best food a person can consume and, no doubt, the most 
economical. 
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In closing. I would like to state that a farm boy or girl is entitled to a college 
education. Under the leadership of the Farm Bureau, Secretary Benson and 
President Eisenhower, the farm boys and girls are being denied this right. I 
peg of you men to do something about this. 

Thank you for your kind attention. 


STATEMENT OF CHARLES STUBE, MANAGER, ROCHESTER DArRy COOPERATIVE 


INTRODUCTION 


The Rochester Dairy Cooperative is an area organization representing ap- 
proximately 3,500 dairy farmers in the ideal milk production area of southeast- 
ern Minnesota, southwestern Wisconsin, and northwestern Iowa. This coopera- 
tive is owned by the dairy farmers who have invested over $344 million in plant 
facilities and equipment so as to provide a satisfactory outlet for grade A and 
manufacturing grade milk. Dairying is the main farm income in our area, so 
naturally the area economy is directly affected by the condition of the overall 
dairy industry. 


FARM PROGRAM 


The purpose in presenting this information for your consideration is to give 
you the views of our dairy farmers. At a recent meeting of the Rochester Dairy 
Board of Directors (which board is composed of 13 active dairy farmers) the 
following resolution was passed concerning the general farm program: 

“We believe in the principles of a producer financed and operated stabilization 
and production-control program for dairying. We advocate the adoption of such 
a program, which shall include protection for dairying from factors, such as 
diverted acres, which may arise from other governmental programs and actions, 
and which embodies the production-control features inherent in the administra- 
tion of the price-support provisions of any producer-financed program ; 

“Until such time as a satisfactory producer financed and operated dairy sta- 
bilization and production-control program can be enacted and put into operation, 
it is essential that a price-support program for milk and butterfat, and the 
products thereof, be continued in effect and that such a program guarantee re- 
turns to dairy farmers equal to or in balance with returns to producers of other 
supported commodities, and in line with those costs of production which are 
affected by other Government programs, and, in any case, prices shall not be 
less than the original price-support formula for the basic commodities for the 
interim period.” 

SPECIAL SCHOOL-MILK PROGRAM 


Our cooperative has a large bottling and distribution business and readily 
recognizes the significant advantages of the accelerated school-milk program. 
The sales of fluid milk to the schools in our area have increased by leaps and 
bounds. By cultivating the milk-drinking habit with our schoolchildren of today, 
we are understandably creating an outlet for our milk products of tomorrow. 

We encourage the continuation of such a sound and sensible program and com- 
mend Congress for its action in authorizing additional funds for the advancement 
of the school-milk program. 


PRODUCT INVENTORIES AND PACKAGING 


We encourage the Commodity Credit Corporation to purchase dairy products 
whenever possible in the particular container it is to be sold, thus reducing the 
cost of packaging, shipping, and warehousing. 

The Commodity Credit Corporation is to be commended for their recent action 
in reducing the inventories of dairy products on hand. This reduction of the 
inventories of dairy products will hasten the day when our dairy farmers will 
no longer have the price-depressing influence of Government-owned dairy prod- 
ucts hanging over them. 
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FRIDAY, NOVEMBER 18, 1955 


Unrrep Srates House or RerreseNTATIVES, 
Darry SUBCOMMITTEE OF THE COMMITTEE ON AGRICULTURE, 


Moorhead, Minn. 


The subcommittee met, pursuant to notice, at 9:30 a. m. in the Top 
of the Mart Room, the Frederick Martin Hotel, Moorhead, Minn., 
Hon. Harold D. Cooley (chairman of the full committee) presiding. 

Present: Representatives Cooley, Abernethy, Johnson, Jennings, 
Knutson, Andresen, and Williams. 

Also present: Mr. George L. Reid, Jr., assistant clerk; Mr. Charles 
Figy, assistant to the Secretary of Agriculture; and Mr. Ernest C. 
Betts, Jr., assistant to the Secretary of Agriculture. 

The CHarrman. The committee will please be in order. 

The Chair recognizes Mrs, Knutson. 

Mrs. Knutson. Mr. Chairman, first of all, we would like to open 
the meeting with a prayer, and Reverend Koonts will offer that prayer. 

(The invocation was delivered by Reverend Koonts.) 

The CHatrMan. So that the people attending this meeting might 
know the members of the committee, I would like Mrs. Knutson to 
present briefly the members of the committee, and identify them. 

Mrs. Knutson. Thank you, Mr. Chairman. 

To my left is Mr. Williams of New York, and we are very happy to 
have him with us. I think he comes, possibly, the longest distance. 

Next is Mr. Andresen. Many of you know him. He is from the 
good State of Minnesota. 

Next will be Mr. Abernethy, who will be here a little later. 

On my right is Congressman Johnson of Wisconsin, and Pat Jen- 
nings of Virginia—the only Pat we have with us today. 

r. Reid is with the office, or committee staff. He is a member of 
our committee staff. 

Mr. Betts is a member from the Department of Agriculture, and also 
assistant to Secretary Benson, and Mr. Figy is a farmer from Michi- 
gan, a Michigan dairy farmer. Holstein cattle, is it not, Mr. Figy? 
And I want you to notice his unusual tie. He has his brand of cattle 
ries on the tie and, in fact, folks, he offered me one. 

r. Figy, take a bow. He is also from Mr. Benson’s office. 


_ We are very happy, folks, to be here with you today, and I con- 
sider it a great privilege to have this committee come into our dis- 
trict. 

As you know, we have been holding hearings throughout several 
a and dairy hearings in Wisconsin and Minnesota. This is 


the only hearing that we are holding in the State of Minnesota, and 
I can assure you I am very proud that it is being held in my district. 
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As you know, the committee members could very well be at home 
now in their districts and doing a great deal of work, but we are 
very happy that they saw fit, and they thought the problems of the 
farmer were so acute that they were willing to come out here and 
listen to you give statements on the problems of the family farm 
and also other problems concerning the farmer. 

We have had many, many fine statements from people who are 
trying to give us the answers to some of these problems, and that 
is why we are here today. As you know, in Washington we have 
had many people who testify, but they are not farmers. So we 
got our heads together and we asked Mr. Cooley if it would not be 
possible for our committee to come out to the districts to hear the 
farmers. 

You are the people we always hear last and this time we would 
like very much to hear you first and we want the statements from you 
that are going to help us solve some of these problems. 

You know the Bill of Rights gives us the power and the right to 
petition the Government when we have grievances, and that is just 
exactly what we feel that you are going’to do today. You have that 
perfect right. 

Since you have had very little opportunity to do that in Wash- 
ington, we are bringing Washington to you. 

I want to encourage those of you who are making statements today. 
Remember, folks, you are not an trial. This is not a court and we 
are not a jury, but you are making statements whereby we will have 
the opportunity to make good legislation to help solve some of our 
problems. 

No one has been denied the privilege of testifying. We have taken 
all the names that have written to us and there are some here who 
have not written, but they are present today and, if we can pos- 
sibly get you in in the time allotted, we shall be very happy to do so. 

Friends, today I am very honored to have with us Mr. Cooley, who 
is the chairman of our full committee in Congress. I believe that 
this is Mr. Cooley’s first trip to Moorehead, and I think it is a privilege 
to have him with us. He is one of the busiest persons in the Congress 
of the United States, and if he were to add up the miles that he 
travels week after week it would possibly be around the world many 
times. I hope, Mr. Cooley, when you get those miles added up, 
you will let us know, because we know how hard you work, and I 
can assure you we are very grateful and appreciative of the fact that 
you have come to be with us. 

Now may I turn the meeting over to our chairman, Mr. Cooley. 

The Cuatrman. Thank you very much, Mrs. Knutson, for your 
kind and generous remarks. 

On behalf of the committee, I would like to say that we are happy 
to be here in this part of the country. 

The House of Representatives authorizes our committee to meet 
at any time, whether Congress is in session or not, and to investigate 
and study and to consider all matters affecting the welfare of 
agriculture, 

I am sure that all of you appreciate the importance of the problems 
of agriculture. This committee and all of its members consider the 
problems of agriculture paramount to all other problems, because, 





INVESTIGATION OF DAIRYING, 1955 351 


after all, all animal life and human existence actually depends upon 
the good earth, and we are constantly dealing with the problems of 
the good earth. 

It has been my privilege to serve on this committee 21 years. In 
that entire time I served side by side with Mr. August Andresen, of 
Minnesota, who has served on the committee longer than any other 
member of the committee. He is a devoted public servant, as are all 
of the other members of our committee. 

This great district has one distinction. I am sure that you 
realize that during the entire history of our Republic, no woman has 
ever served on the House Committee on Agriculture, until the lovely 
lady of this district came to Congress and, finally, all of us were de- 
lighted when she was assigned to the House Committee on Agriculture. 
She too, is a devoted public servant, and has applied herself diligently 
and faithfully to the discharge of all duties that have been assigned 
to her, and it is a pleasure for all of us to be here in her district. 

I would like to say for the benefit of all of you and, I am sure, for 
the members of this committee, who will approve this statement, that 
the House Committee on Agriculture never intentionally permits 
partisan politics to come into our deliberations. 

During the 21 years that I have served on the committee, I think 
only on one occasion have we had a partisan vote, and that was in 
the spring of 1949. That was actually something that it would have 
been difficult for us to have avoided. So partisan politics never lifts 
its ugly head in our committee room. 

All chairmen on that committee during the time I have served there 
have consistently and constantly tried to avoid partisan politics. So, 
in having this committee here today I want you to know that no one 
is prompted or motivated by any sordid political motives. We are 
here, as Mrs. Knutson said, to give the farmers of this area an oppor- 
tunity to present their views concerning the farm program, farm 
legislation. 

Most of us believe that the farm program has served well the needs 
of agriculture in time of war and in times of peace. All of us know 
that it is not perfect, but all of us are anxious to improve it and 
strengthen it, whenever it needs to be improved and strengthened. 

I come from a country where tobacco is a principal crop. On our 
own farm we grow five of the basic agricultural commodities. There 
is very little dairying in our part of the country, and I am certainly 
not an expert on the problems of the dairy farmers. I know that 
dairy farmers have their problems. I know it is one of the greatest 
phases of agriculture, and it is vital to the welfare of all of agriculture. 

Before I call the first witness, so that you might know something 
about what we have tried to do and what we actually have done for 
dairy farmers in the way of passing legislation, I would like to, with 
your permission, members of the committee, recognize Mr. August 
Andresen briefly, for a statement, because I think I am safe in saying 
if the dairy farmers have a true champion, it is August Andresen, 
because he is constantly interested in the problems of all dairymen. 

Mr. Andresen, if you will sum up briefly what we have done in 
Washington for the dairy farmers, and what we have tried to do, it 
may be that we will save some time by having you make a statement. 

Mr. Andresen. 
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Mr. Anpresen. Thank you, Mr. Chairman. 

I might say to the distinguished people here today who will appear 
before the committee that, while this committee is a dairy subcommit- 
tee, we are a part of the main Committee on Agriculture, of which our 
distinguished chairman, Mr. Cooley, is the chairman of the full com- 
mittee of 37 members from all parts of the country. 

We are interested not only in dairying, but also in other commodi- 
ties grown on the farms. In this area you raise wheat, sugar beets, 
potatoes, dairying, largely, to the east of here, and many other com- 
modities which you might raise—and our committee deals with all 
commodities. Dairying happens to be the biggest part of our agri- 
cultural economy and, together with livestock, beef cattle, hogs and 
poultry, it makes up a very substantial segment of our agricultural 
economy. 

We are interested in securing a proper share of our national income 
for the farmers of this country, by way of price levels, secured for 
their commodities. I just thought I would point that out to you 
because we will probably largely deal with dairy products here today, 
and I do not want to leave the impression that this committee is not 
interested in all commodities. 

What Mr. Cooley has said about politics, in our committee, is cor- 
rect. I have served a long time on this committee, and most members 
of the committee, if not all of them, have felt that dealing with Amer- 
ican agriculture was far beyond politics, that it was an economic ques- 
tion and, therefore, we have taken the attitude that we would try to 
work for the benefit of all agriculture, rather than to inject. partisan 
politics in our discussions, and in the shaping of legislation. I regret 
the implication of the injection of politics in both political campaigns 
and otherwise, in shaping of farm leainlatine. 

Now, with reference to dairying, our committee deals with it more 
so than any other branch of Congress. We have passed many pieces 
of legislation, and established policies for this country that have been 
for the welfare of the dairy farmers. 

Only a year ago this subcommittee approved—and the main com- 
mittee and Congress approved—legislation establishing the use of sur- 
plus milk in our school-lunch program. That program is going over 
m the United States, and more and more in the military program. 
We feel that we have done a good job and have made a good beginning 
in getting the program started. We have also approved in Congress 
legislation to limit imports on dairy products. That did not originate 
with this committee, but I think most members of the committee ap- 
proved of the program. That is, wherein, during the time we have a 
support program in operation, that we should have a limitation on 
competitive imports of dairy products. 

This committee also initiated the support price program for dairy 
products, as we did other support programs for American agriculture. 

That is a brief outline, Mr. Chairman, of some of the things enacted 
into law and now being administered, and we hope will succeed in 
administration and, wane with the increase in population—which 
is increasing about 3,500,000 a year, inside of 2 or 3 years, we will 
have the dairy problem completely licked, and we will be on the road 
for a healthy, strong and prosperous dairy business. 

The CHarrMan. Thank you very much, Mr. Andresen. 
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I think I will add to that, he inadvertently omitted the fact that 
we made the surplus dairy products available to orphanages, chari- 
table organizations and also the foreign aid program. We offered 
these commodities to hungry people, wherever they are in the world. 
We have done all we could to encourage the disposal and distribution 
of these surpluses. We authorized the President to give away enor- 
mous amounts, and authorized him to sell for foreign currencies 
$1,500 million worth. I think we first gave the President $50 million 
worth of these commodities to give away around the world, $700 
million to sell for foreign currencies, and in the second session, doubled 
that, $1,500 million. 

We do have a problem which is puzzling all of us, not only the 
dairy farmer, but just about all the producers of America are faced 
with some problems. 

Unfortunately, some of our people seem to regard this great abun- 
dance as some sort of a curse, but I believe we have intelligence enough 
in America to solve the distribution problem and master the arts of 
distribution, and that is what we are faced with the necessity of doing. 

To go on with the meeting, I would like to say this: We are pressed 
somewhat for time, and we have 30 witnesses or more, 35, perhaps, 
who wish to be heard. We limited it because of our plane reservations. 

I would like to ask that all of you try to listen to the witnesses as 
they testify and, if you agree or disagree, make that known to the 
committee, but try to avoid repetition, if possible, in the interest of 
time. In that way we can move on and give everybody a chance to 
be heard. 

This committee does not want to leave here with the thought in 


mind that anybody feels that witnesses have been selected. I know 
that even this morning Mrs. Knutson has added seven names to the list 
of witnesses. If there is anyone here whose name is not on the list, 
who to be heard, if he makes it known, we will see that he is 
heard. 

Now, another think I would like to suggest, too, and Mr. Andresen 
suggested it to me—if any of you have prepared statements that you 


would like to file with the committee, which will become a part of 
this record, you may have the privilege of doing so, and I should 
say, even after we leave here, if you want to prepare a statement and 
mail it in to the committee, it will certainly be considered. 

I would like now to request Mrs. Knutson to call the names of the 
witnesses, and, I say again, please be as brief as you can to get across 
the pane you have in mind. 

Mrs. Knutson. Mr. Chairman, I call Byron G. Allen, commissioner 
of agriculture of the State of Minnesota. 


STATEMENT OF BYRON G. ALLEN, COMMISSIONER, DEPARTMENT 
OF AGRICULTURE, MINNESOTA 


Mr. Auten. Chairman Cooley, and members of the committee, it so 
happens that my home district is this Ninth District, and I think 
Minnesota is in a very fortunate position, having two members on 
this Agriculture Committee. I am sure that that is a universal 
thought throughout the State. 
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TI realize that this committee desires to hear farmers and my state- 
ment here will be preliminary, and perhaps set the stage for some of 
the others who follow: 

The first point I would like to make is this: that the farm problem 
is so complex and difficult that I believe many farmers and many 
laymen, perhaps some people in Congress, tend to simplify it. 

There are some seeking for.a panacea to the agricultural ills and, 
to my mind, that is an impossible solution. The farm problem is 
different. It has its various ramifications, as you move from com- 
modity to commodity, from one area of the country to the other, and, 
actually, from one farm to the other. That is true even here in this 
Ninth Congressional District. 

To lead off the discussion, I would like to point out the fact that 
Minnesota is the second State in the Union from the standpoint. of 
number of milk cows on farms. In terms of milk produced, Minne- 
sota ranks third. From the standpoint of cash receipts, from market- 
ing milk and cream, Minnesota is fifth. From the standpoint of 
creamery butter manufactured in the State, Minnesota ranks first. 
From the standpoint of cheese manufactured, Minnesota ranks third. 
From the standpoint of nonfat dried milk solids, Minnesota ranks 
second among the 48 States. 

Here, Mr. Chairman, I have a report from the State Department 
of Agriculture, the work of the Federal Crop and Livestock Re- 
porting Service, working in cooperation with our State Department, 
and it gives a great deal of statistical material on the dairy industry 
in Minnesota, and some discussion material which may be of value to 
your committee. 


In examining the records of our State Department of Agriculture, 
within the last few days, I find that our report from the Federal- 
State Crop and Livestock Reporting Service, issued on November 2, 
contains a brief summary of the present situation, and I would like 
to read that last paragraph: 


_ With farm products prices down and the prices-paid index up, the parity 
ratio dropped 2 percent from September 15 to October 15, or to 82. This was 6 
an under October 1954, and the lowest ratio recorded since November 
o \. 
I think that with that particular set of figures in that statement 
pretty well summarizes the fact that the farmer in the Middle West 
and here in Minnesota, particularly, is caught in a eg squeeze 
in his operations. That is almost an accepted fact, I think, that, and 
I realize that the importance of this committee’s work is to attempt 
to find solutions for it. 

I spoke a moment ago of the oversimplification. It seems to me as 
I read the press and hear some of the public discussions, that there are 
those who attempt to simplify it as a contest between people who 
believe in a flexible price support system and those who believe in 
a high rigid price-support system. 

Actually, nearly all informed people agree that the ramifications 
are much greater than that. To oversimplify the issue is to confuse, 
particularly, the consuming public of the country, and to make your 
problems ever so much more difficult. 

In reviewing the situation in the Ninth District, I find that one 
particular class of farmers finds themselves now in a most difficult 
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situation. These are the young farmers, most of them GI’s returning 
from World War ITI and the Korean conflict, who availed themselves 
of the Government programs, in many instances to go into a farming 
enterprise. 

These young men, in many instances—and I have talked to them by 
the scores here in Minnesota, find that what equities they built up a 
few years ago have now been wiped out in terms of lowered values of 
their inventories, and they are particularly caught in a difficult posi- 
tion; in other words, they did not have the economic fat to survive 
during a period of adjustment. 

Here in Minnesota—and I know Mr. Andresen is particularly 
aware of this, because he has made a splendid effort in the field, a 
field of study, we find that our farmers are confronted with the prob- 
lem of having to market 80 percent of our milk production in the 
form of manufactured dairy products. This manufactured dairy 
products situation is a rough one at the moment, and there are those 
who are looking critically at the milk marketing order system, which 
they feel, through the blended price system, has encouraged an excess 
production in the industrial areas of the Nation, not only the Nation, 
but a change here in a State like Minnesota, producing a surplus of 
milk which must, in turn, go into manufacturing purposes. This, 
in turn, creates a competition in this area in terms of its manufactured 
milk, dry milk solids, butter, cheese, and the like. 

The Minnesota Legislature, at the last session, appropriated a sum 
of money for the study of this problem, and, if need be, to carry on a 
legal probe into the method, to satisfy if some areas of the country 
have not gone so far as to use the very worthwhile milk marketing 
order system and the very worthwhile system of sanitary codes, to 
create trade barriers to the detriment of our dairy industry here in 
Minnesota. 

To close with facts and figures, because I want to make way for my 
farmer neighbors and friends here in the State, who are the ones you 
actually want to hear from, the situation in recent years in Minnesota 
has resulted in an increase in the number of cows on the farms of this 
State. For example, in 1952 we had 1,313,000 cows in Minnesota, and 
we then had a production of 8,088 million pounds of milk. 

In 1953, that figure rose to 1,370,000 cows and the production of 
milk rose to 8,590 million pounds of milk. 

In 1954, it again rose to 1,394,000 in terms of cows, and the dairy 
herds, and to a production of 8,615 million pounds of milk. 

In other words, it would seem to me that that seems to refute the 
idea that a lowered price is a method of curtailing production. 
Actually, we have had a dropping of prices during that 3-year period, 
and we have had an ever-increasing volume of milk Lattodat 

I could call attention to the fact that in terms of income this has 
been particularly serious. 

During the same 3-year period the dollar loss to the dairy farmers 
of Minnesota from the 1952 period to the 1954 period, which I just 
cited, has amounted to $27,332,000, and in the period, the 1-year 
period, 1953 to 1954, we suffered a $20 million loss in income of the 
$27 million in the 3-year period. 

It seems to me that that tends to destroy some of the argument 
used by those who feel that the flexible price system actually helps 





356 INVESTIGATION OF DAIRYING, 1955 
make the adjustment and lowers the production and the surplus prob- 
jem. Actually, according to those figures here in Minnesota, we have 
had a rising production of milk during that period. 

Now, here in Mrs. Knutson’s Ninth District we find that our dairy 
herds have increased from 1952, when he had 134800 cows, to 1954 
when we had 139,900 cows. 

The total milk production has gone up accordingly and the produc- 
tion per cow has increased, which indicates that the farmers of Min- 
nesota and the Ninth District have made a strenuous effort to im- 
prove their efficiency, and, too often there are those who tell the farmer 
that if he will be just be more efficient he can raise himself by his 
own bootstraps. It seems to me that is a fallacy. 

I have a great deal of material here, Mr. Chairman, some of which 
I will attempt to reduce to writing and file with the committee. 

I bring you greetings of Governor Freeman, who hoped to attend, 
but could not, because of other commitments. 

Now, to make a last point; I think it particularly applies to the 
Ninth Congressional District, we have a dairy industry here, but it is 
by no means in like proportion to that of Mr. Andresen’s district. We 
have a larger percentage of our farmers engaged in production of 
sugar beets, as he mentioned, and grain farming, and the like. 

At a recent hearing I attended, one grain farmer testified—and we 
heard some dairy farmers, in fact, one from Wisconsin, Mr. Johnson, 
testified that he was quite satisfied with the situation as far as dairy- 
men were concerned, but he was dissatisfied with the cost of feed, 
therefore he recommended that the price of feed should be lowered 
through the flexible support system and that this Wisconsin dairyman 
then could buy his grain to feed his cows at a lesser rate, and there- 
fore he would come out, by that system, he would come out more 
prosperous. 

Mr. Jounson. May I ask a question ? 

Am I supposed to habe made that statement ? 

Mr. Atten. No; I heard a farmer from Wisconsin. 

Mr. Jounson. I would like to ask the Commissioner this question. 

Mr. Aten. All right. 

Mr. Jounson. My farmers back in Wisconsin wanted the 90 per- 
cent of parity, 100 percent of parity. Ever since being in Congress, 
I have talked with Congressmen from other areas, on the Agriculture 
Committee, and wanted the dairy farmer considered, dairy products 
considered as a basic commodity, along with the other basic commodi- 
ties, and I always received the reply from Congressmen, like Mr. 
Cooley and the rest, from other areas where dairying was not as im- 
portant, and where the basic was the commodity, that if the dairy 
farmer was willing to take marketing quotas the same as tobacco, 
cotton, rice, and wheat, why they would be willing to go along and 
make the dairy farmer; treat them the same as the rest. : 

With that idea in mind I introduced the legislation trying to get 
the feeling of the dairy farmer, and we had a lot of response on it. 

A great majority of the farmers have testified and signed petitions 
to the effect that they would be willing to take marketing quotas to 
get a higher parity. 

‘if wonder if you have heard anything in Minnesota with regard to 
that? 
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Mr. Auten. I am certain, Mr. Johnson, that here in Minnesota there 
has been a great deal of discussion on the marketing quota system for 
the dairying industry and, in my opening statement, I said that every- 
one, I felt, ought to approach these problems with as open a mind as 

ossible. We are all emotional beings, and we get somewhat excited, 
but I think that is one of the programs that is being discussed, and 
I might add that this particular farmer I am referring to was from 
your district, but he is not one of your supporters. 

The point I was trying to make, Mr. Johnson, is this: Shortly after 
this particular political opponent of yours and a dairy farmer in your 
district had testified, a young man from this area testified—l am 
referring now to the Senate committee—and he pointed out the fact 
that if we lowered the price of feeds produced in the Red River Valley, 
which move across to Wisconsin and down the Great Lakes, to the 
dairy farmer in upper New York State, for example, then we would 
in turn compel him to go into the dairy business, and he was not 
now in the dairy business, and it would also compel him to feed his 
barley to hogs, to compete with south Minnesota, Lowa, and Ohio hog 
producers. 

Unless we consider the farm problem as a whole, we are in an end- 
less circle and chain. 

I realize I have been on this stand longer than I ought. At any 
time in the day, when any particular information that our State de- 
partment of agriculture might have available here today, which would 
be useful to this committee, is wanted, we would be happy to respond 
with that. 

In closing, I say this: We are proud to have the committee here. 


We recognize the fact that you ae are sacrificing your time and 


energy by not using this particular time in your own home districts. 
We are grateful, and in the hopes that the people who testify here 
and the people on the committee retain that open mind that is neces- 
sary to pick up the various suggestions that may come to all of us. 

It is only through the crystallization of public opinion, as expressed 
by you people in the Congress of the United States, that we can work 
our way out of the difficulties. I think it is a conceded fact that agri- 
culture is in trouble. 

I think it is a conceded fact that the solution of the problem neces- 
sarily crosses party lines. 

Thank you. 

The Cuatrman. Mr. Allen, we thank you very much for your fine 
statement. 

I would like to ask you one or two questions. 

Mr. Auuen. Yes, sir. 

The CuarrMan. First I would like to request that when the study 
you are having made in Minnesota is completed, you make it available 
to this committee. 

Mr. Auten. We will do so. 

The Cuarrman. We will know then just how these marketing agree- 
ments are actually working, whether they are, in fact, trade barriers, 
that should be removed, or lowered, or further studied. 

You are farther away from the great markets than the people from 
New York State, where they have a ready market and do have market- 
ing agreements, which I think are working successfully. 
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Mr. Auten. We have some marketing agreements in this State, 
and we believe there is a need for them. The marketing agreements— 
orders, rather, assure the consuming public of an adequate supply 
close at hand which can reach the consumers in a fresh and wholesome 
condition. The thing we feel is detrimental to us out here is the 
fact that we can only move 20 percent of our great milk production 
here into table-milk or whole-milk usages. Eighty ponent of our 
market is dependent upon manufactured milk, cheese, butter, and the 
like. 

Whole-milk price in certain marketing areas is not realistic, it not 
only discourages the use of whole milk, but it encourages through 
the blend-price system, a production of surplus which must, in turn, 
go into manufactured milk. 

By the blend-price system, farmers in those particular areas, can 
in many instances seer sell their milk for manufactured purposes 
at a price with which we cannot possibly compete out here in the 
Middle West area. There is also the other factor that some certain 
cities, under the guise of protecting the public health, have actually 
set up gimmicks in their sanitary regulations that are unrealistic, 
and actually amount to trade barriers, instead of what they purport 
to be, a protection of public health. 

The Cuatrman. Do you have any cooperation with the officials of 
USDA in making this study or are you doing it alone? 

Mr. Atten. Not as much cooperation as we would like to have had. 

The Cuarmman. I wonder why they would not cooperate and make 
available to you all the information they have accumulated. 

Mr. Auten. They give us information that they have. They have 
been cooperative in terms of starting from some of the same premises 
that we have started from. 

The Crarrman. If, in conducting the investigation, you feel the 
need of some assistance, you would communicate with me as chair- 
man of the committee, our committee has authority to conduct the 
investigation, and Congress has authorized us to conduct such inves- 
tigations as we deem necessary. 

I realize that you have a tremendous problem involved in the dairy 
industry, but would it not be almost impossible to have marketing 
quotas in the dairy industry. 

Mr. Auten. I think that marketing quotas present some administra- 
tive problems, but I do not feel it is an impossible situation, no. 

The Carman. You have the same thing in the poultry business. 
The poultry people down my way, in the eastern seaboard, and gen- 
erally, through the country, have their problems, and we have talked 
about marketing orders through the years, but no one yet has been 
able to devise a workable marketing quota program for an industry 
like dairy and poultry. 

Mr. Jonnson. I do not think there is any comparison between the 
poultry industry and the dairy industry, as far as marketing quotas 
would be. I think the dairymen would rather not have marketing 
quotas, but the _ reason he is willing to take them is to get the 
higher parity. If he could get the higher parity without them he 
would be tickled to have it. 

The Caamman. What I meant to say is this: You can find cows 
and chickens on everybody’s farms, and small flocks and large herds, 
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and the man with 1 or 2 cows, the policing difficulties is what I had 
in mind in enforcing it. 

Mr. Atzen. I think, Mr. Chairman, one of the expressions up in 
Minnesota in recent months is this: that there is a point beyond 
which the drafting of legislation should be done very cautiously 
and carefully, and that has to do with the small unit operator, and 
to expect the small unit operator or small family-sized operation 
to meet the same conditions, either in acreage controls or herd con- 
trols or marketing quotas or whatever might be suggested, you can 
xo beyond a point where it is not safe, not only to that man’s liveli- 
hood and welfare and that of his family, but beyond which you cannot 
police the program effectively. 

It seems to me that the family-sized farm is the institution that 
is really jeopardized in all these programs, as we discussed them, and 
certainly jeopardized under the present economic situation. 

For example, Minnesota lost 13,500 farm units from 1950 to 1955. 
That, I think, definitely shows that the family-sized farm is threat- 
ened under present economic and social conditions. 

The Cuatrman. What do you think has brought that about? 

Mr. Atten. I think one of the things that brought that about is 
the unfavorable price situation. The small units in many instances 
cannot quite meet the efficiency of the larger units and then, of course, 
we have had some technological improvements in agriculture that 
inevitably bring about adjustments in the size of farms. 

I think both factors, technological improvements, in terms of ma- 
chinery and the like, and also cost-price questions. 

The CHatmrman. The same problems are plaguing other segments 
of the American economy, as you explained the results here. 

Mr. Atten. That is right. 

The Cuatrman. Farmers are being forced off the farm, and I do 
not think that this is a very wholesome thing to have happen. 

Mr. Aten. No. 

The CuatrMan. I think the more people you keep on the farm the 
better off we are, and the more we keep out of the city’s streets, the 
better off we are. That challenges us to do something about it. What 
can be done about it, this committee would like to know. 

Mr. Auten. We have invited some discussion of other programs, 
other than just the effect of the dairy industry. I think that direct 
payments is a subject. matter that certainly ought to be held open for 
discussion. 

I find a great deal of interest in Minnesota in the direct-payment 
method, that the payment should be made directly to the producer, 
in form of subsidy, rather than to industry in the hopes it will trickle 
through the hands of industry down into the hands of the farmer. 

There is something to the purchasing program to that extent. 
There is a great deal of feeling in this part of the country in terms 
of acreage controls, and market quotas in terms of storable crops of 
perishable crops. 

If that method is devised or used, the small family-sized unit 
ought not to make the same concessions from the standpoint of ease 
of administration and the economic and social problem of the small 
operator, that they ought to be left out from under this program— 
at what point, I would not be in a position to suggest. 
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The Cuarman. That might very well work out in the industry that 
we are not considering. 

Mr. Arcen. There are many 1 and 2-cow people that have a low 
supply. 

The CuarrMan. It would probably work in the dairy business, but 
it did not work in the burley-tobacco program. We had a minimum- 
acreage allotment in that and found we had to change it, in the last 
session of Congress. We hada minimum-acreage allotment in the 
cotton program, and we had to change that. 

The compensatory-payment perenne you are talking about may 
Lovage very easily work in the dairy industry. I do not want to 

elay you any further. 

Mr. Andresen, any questions ? 

Mr. ANDRESEN. No. 

The Cuarrman. Mr. Williams? 

Mr. Witu1aMs. No. 

The Cuarrman. If not, we appreciate your appearance, Mr. Com- 
missioner. 

Mrs. Knutson. 

Mrs. Knutson. Is Mrs. E. A. Stiyer, secretary-treasurer of the 
Mahnomen County Farmers Union, here, or her representative ? 

The weather is bad and some of them may be late. 

Is Mr. Melvin Melin, of Red Lake Falls, here ¢ 

Mr. Chairman, may I interrupt the meeting ¢ 

I would like to introduce some distinguished guests here today. 

The Cuarrman. Yes. 

Mrs. Knurson. Mr. Chairman, Mr. Harold C. Hagen, former Con- 
gressman from this district, is present. We are very happy to have you 
here, Mr. Hagen. Take a bow. 

Mr. Art Hansen, our State treasurer, just walked in. Mr. Hansen. 

Thank you, Mr. Chairman. 

Is Mrs. Carrol Jacobson, of Hitterdal, here ? 

Is Mr. William Cassavant, of Red Lake County Farmers Union, 
here ¢ 

I am taking them in this order. 

Mr. Charles Ommodt, of Moorhead. 


STATEMENT OF CHARLES OMMODT, GENERAL MANAGER, CASS- 
CLAY COOPERATIVE CREAMERY ASSOCIATION, MOORHEAD, 
MINN. 


Mr. Om™opr. Mr. Chairman and members of the committee, we, 
who reside here in Moorhead, feel grealy honored to have this commit- 
tee select our city for his hearing. As you know, Moorhead is located in 
the heart of the Red River Valley. Our income comes mainly from 
agriculture. So, anything that affects agriculture here affects every 
other segment of our economy in this area. 

My name is Charlie Ommodt. I am the general manager of the Cass- 
Clay Cooperative Creamery Association here at Moorhead, Minn., 
which I am representing. 

This creamery is owned and operated by dairy farmers in this area. 
We bottle milk and manufacture butter, milk powder, ice cream, and 
cheese. 
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Our organization handles $5 million worth of dairy products an- 
nually, so, naturally, we are in close contact with farmers and their 
markets. 

During the war, most of our production was channeled out of our 
normal trade outlets, and taken by the Government for war needs. It 
was only natural to expect that it would be difficult to regain customers 
lost during this period because substitute products had, in many cases, 
taken over. Price supports have, in a measure, helped to compensate 
for such losses of customers. 

These programs have worked well for some years; however, under 
unusually favorable production years, when surpluses always become 
burdensome, losses from handling such surpluses were bound to occur. 

In fairness to price support programs, it must be remembered such 
losses have not been a clear gain to our farmers nor a net loss to the 
taxpayer. 

In my opinion, it has been price insurance of the cheapest kind, in 
protecting consumers on many occasions from paying unduly high 
prices for food supplies during temporary short supply. 

Farmers have always responded when called on to produce in every 
emergency and certainly deserve better treatment than 75 percent of 
parity for dairy products in times like we are experiencing at present. 

I would like to point out for your consideration how the patrons 
of our creamery have been affected under the flexible price support 
of 75 percent of parity, using figures taken from our records. 

For example, lela the time that 90 percent of parity was in effect, 
we paid our patrons $4.51 per hundredweight for 3.5 percent milk. 

However, when parity was reduced to 75 percent, we had to drop 
our price to an average of $3.60 per hundreweight. This drop repre- 
sents a loss to our producers of more than one-third million dollars 
annually, or about 23 percent of their income. 

The CuHarrmMan. May I interrupt you ? 

Mr. Ommopr. Certainly. 

The Carman. Was not that drop enough to completely wipe 
out the farmer’s profit ? 

Mr. Ommopr. That is right. 

We have the chairman of our creamery—he will be here today— 
and he has actual costs, which he will present to you here. 

Mr. Anpresen. Was that grade A milk? 

Mr. Ommopt. This is grade A milk; yes. 

Mr. Anpresen. What do you pay for other milk ? 

Mr. Om»opr. That is the manufactured milk you are having refer- 
ence to? 

Mr. AnprEsEN. Yes, sir. 

Mr. Ommopr. I have my prices here, 84 cents a pound butterfat. 
That is $2.92 a hundred. 

Mr. Anpresen. About $3. 

Mr. Ommopr. A little under $3. 

Now, we were told at the time that if parity was reduced to 75 
percent, that the lower price would increase consumption. The cold 
facts are that when the Government’s give-away programs, both 
foreign and domestic, are taken into consideration, the increase we 
have had was brought about mostly because of increase in population. 


69970—56———24 
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The unfortunate part is that for every dollar we increased in sales, 
it cost the dairy farmer $10 in the lower price he received for his 
product. 

As these farm prices went down and the things he had to buy went 
up, he was caught in a serious price squeeze ; so, to meet the fixed over- 
head on his farm, the only thing he could do was to milk more cows, to 
get a sufficient income to stay in business. 

The CHatrMan. Increase the volume. 

Mr. Omm™opr. Yes. 

The CHarrman. And that happens in every similar situation, is 
that not right ? 

Mr. Omm»opt. I think that is true. 

When prices are too low, they contribute to more production and 
even greater surpluses. 

Dairying is a type of farming that requires more labor than almost 
any other phase of agriculture. In this country we are committed to 
a high standard of living, supported by high wages and the high 
cost of services of all kinds, many of which are protected by law and 
which add to the dairy farmers’ cost. Therefore, sales of dairy prod- 
ucts in foreign markets, where labor costs and commodity prices are 
much lower, present a problem. 

It is obvious, under the circumstances, that our dairy markets must 
be protected adequately by import controls, otherwise, support pro- 
grams could lose their effectiveness. 

The Cuarrman. May I interrupt you to say—as Mr, Andresen said 
a moment ago—Congress invested that authority in the administrative 
branch. I think it was done by section 22 of the Agriculture Adjust- 
ment Act. 

Mr. Anpresen. That is right. 

Mr. Ommopr. In other words, import values must be stepped up 
from world levels to domestic levels by protective measures, and ex- 
port values stepped down from domestic levels to world levels, by sub- 
sidies, or by means of a two-price system. I think that is the only way 
we can deal in foreign markets, because of our costs. 

We commend your committee, as Members of Congress, for pro- 
viding a school-milk program and urge its continuation and expan- 
sion. It not only helps dispose of milk surpluses, but also contributes 
much to provide our children with health-building nourishment so 
important in the early years of a child’s life. 

We suggest further that this program be extended for use through 
welfare organizations of churches in their work to help the needy, and 
that some provisions for a stamp program be formulated, so as to make 
dairy products more readily available for such purposes. 

We recommend to your committee that acres taken out of produc- 
tion of basic crops be set aside for soil-building practices, with ade- 
quate compensation to the farmers, to encourage building up the fer- 
tility of the soil. 

Mr. Anpresen. Mr. Ommodt, would you want that land to be used 
for increasing dairy herds? 

Mr. Ommopr. No. I have that in my statement here. 

Mr. Anpresen. O. K. 

Mr. Ommopr. I am coming to it, Mr. Andresen. 
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If acres taken out of basic crops are permitted to be used for feed 
grains, en or liay, it will result in building up more surpluses of 
beef and dairy products. 

By eliminating such land from production it also eliminates the 

necessity of production controls on dairy products, because a dairy 
farmer will contribute on the same basis as producers of other farm 
vroducts. 
7 We are members of the National Milk Producers Federation, and 
recommend the self-help plan which provides for the enactment of 
legislation by Congress, under which farmers will eventually finance 
their own surplus program. 

However, 90 percent of parity should be restored until such a plan 
can be put into effect. 

There is an immediate need of stabilizing prices of dairy products 
at levels that will not only assure an adequate supply of high-quality 
milk but at a price that will give dairy farmers purchasing power 
equivalent to that consistent with other segments of our national 
economy. 

To accomplish this, dairy farmers cannot be satisfied with prices 
less than 90 percent of parity. 

The Cuarrman. We thank you very much for that splendid state- 
ment. 

Any questions? 

Mr. AnprEsEN. May I ask a question ? 

The Cuarrman. Mr. Andresen. 

Mr. Anpresen. Mr. Ommodt, we have had several hearings on the 
self-help plan to which you have referred. One question that has 
arisen with many in connection with the self-financing of the program 
is the amount of the assessment that can be made on producers to cover 
the cost of the program. 

Do you have any fixed ideas as to whether or not there should be a 
limitation on the cost to the individual producers and the assessments 
that can be made? 

Mr. Ommopr. Well, Congressman Andresen, you know this type of 
legislation, it is very complicated. I have a copy of it here, as pro- 
posed by the federation, and I would be very happy to file it with you. 

It does provide for all those things. 

Mr. Anpresen. It does not provide a limitation on the amount. 

Mr. Ommopt. Not on the checkoff; no. 

Mr. Anpresen. There is some fear that the checkoff might be 
excessive. 

Mr. Ommopr. The thinking behind it is this: that by taking these 
surpluses off the market, the increase in the price that they would 
be able to obtain will take care of that very nicely, and, of course, they 
do call for Government support on exports, the Government to make 
up the difference in the valuations there between the different 
countries. 

Mr. Anpresen. And the imports, too. 

Mr. Ommopr. Yes; the imports also. 

The Carman. Thank you very much. 

Mr. Ommopr. Thank you. 

The Cuatrman. Mrs. Knutson, please call the next witness. 
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Mrs. Knutson. Is Mrs. Tilford Wicklander here? 
At this time I think I will call on representative Everett. Battles 
to substitute then in her place. This is near the Rosean area. 


STATEMENT OF EVERETT BATTLES, A FARMER, ROSEAU 
COUNTY, MINN. 


Mr. Barries. Mr. Chairman and members of the committe, I have 
a prepared statement here. 

The Cuairman. Do you have copies of your prepared statement 
for the committee ? ; 

Mr. Barrues. Yes. 

The CuatrmMan. All right, sir. 

Mr. Barriexs. I just was wondering whether you would want me to 
read the prepared statement or just 

The Cuatrman. You may file the prepared statement for the record, 
if you desire to do so, and make such extemporaneous remarks as you 
may desire. 

Mr. Barriers. I would like to have that in the record. 

The Cuarrman. It is inserted in the record now, sir. 

(The statement referred to follows:) 


STATEMENT OF EVERETT BATTLES MADE IN BEHALF OF THE MINNESOTA CREAMERIES 
ASSOCIATION 


Gentlemen, I am pleased to have this opportunity to speak to you concerning 
some of the problems of the dairy farmer in Minnesota, and to give you some 
suggestions that I and many of my dairy-farmer friends believe would be help- 
ful if put into effect. 

We all know that the dairy farmer is caught in a cost-price squeeze. His 
prices are down from the levels of recent years, yet the cost of most of the 
articles and goods that the dairy farmer uses in production of milk and in 
living continue to increase. 


PRICE SUPPORTS 


Price-support levels are now set at 75 percent of parity. Currently, prices 
to farmers are somewhat above this level—being 78 percent for butterfat and 
about 82.5 percent for milk used in manufacturing dairy products such as 
butter and cheese in mid-September. In 1953 CCC stocks were very large, but 
have been reduced materially since then. In September 1954, CCC owned 
408 million pounds of butter, 412 million pounds of cheese, and 242 million 
pounds of nonfat dry-milk solids. September of this year CCC owned about 
114 million pounds of butter, 275 million pounds of cheese, and 35 million 
pounds of nonfat dry-milk solids. But the economic position of the dairy farmer 
has continued to be depressed, with incomes considerably lower than previous 
years, while his costs have continued to mount. 

Price-support levels to dairy farmers should be placed on a basis of equality, 
relatite to parity, with basic crops, The Minnesota Creameries Association, of 
which the cooperatives I represent are members, has recently concluded its 
annual district meetings. At these meetings, sentiments of our dairy farmers 
were tested by means of a questionnaire. Regarding the question as to what 
percent of parity price-support levels should be set, 20 percent voted for 75 
percent of parity, 5 percent for 80 percent, 8 percent for 85 percent, 48 percent 
for 90 percent, and 18 percent for 100 percent of parity. 


DISPOSAL PROGRAMS 


Most of our dairy farmers believe that it is essential under a price-support 
program such as we have at present, for there to be available to the Government 
some method of disposing of the surpluses that may be acquired under the 
program. Dairy products are perishable, as compared with the basie crops, and 
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this factor of perishability makes it imperative to have a sound disposal pro- 
gram for dairy surpluses, since I think we can all agree that it would be a 
very bad thing to allow such stocks to spoil. 

During the last two sessions of Congress, our National Creameries Association, 
with which we are affiliated in regard to national programs, has urged upon the 
Congress that it enact legislation giving the Department of Agriculture author- 
ity to conduct a payment plan of surplus removal, rather than the current 
buy and giveaway program, particularly in times of heavy surpluses when the 
volume purchased by the CCC is too large to be absorbed by charitable institu- 
tions, school-lunch programs, and the like. 


PRODUCTION-CONTROL AND MARKETING-QUOTA PLANS 


We are well aware that the Congress has enacted legislation permitting the 
application of acreage allotments and marketing quotas on the basic crops of 
cotton, corn, tobacco, peanuts, rice and wheat. Also, we know that the ques- 
tion is raised in many quarters as to why the dairy industry does not, or at least 
heretofore, has not come forward with a program similar in nature to the basic 
crop program. At the recent district meetings previously mentioned, farmers 
voted overwhelmingly against production control for milk and butterfat. If the 
Congress decides to pursue its study of possible production-control programs 
ae we hope it will fully investigate the following problems before taking 
any action. 

The census of 1950 reported that 3,691,627 farms kept cows for milk. About 
43 percent of all the cows were accounted for on farms having herds of 9 cows 
or less, and about 21 percent of the cows were on farms having herds of 4 cows 
or less. Any production control or marketing quota plan would involve the 
keeping of records on each farm, perhaps entering contracts with the farmers, 
depending on the type of program developed, and checking such farms for 
compliance with the program. The administrative difficulties would be very 
great. It is my opinion that it would be necessary, as a practical matter, to 
exempt these small producers from the regulations because it would take just 
too many policemen to make it practical to include them. 

In regard to sales, about 25 percent of the milk sold from farms as fluid milk 
and cream in 1950 came from herds of 9 cows or less, and about 7 percent came 
from herds of 4 cows or less. 

Also, we have the problem as to the degree to which, if any, the program 
would be made applicable to the producer of milk for fluid-milk markets. It is 
my opinion that such producers would be exempted from the program. Although 
this may sound strange, here are at least two reasons for their exemption. 

First, it is almost a certainty that fluid-milk consumers would oppose any 
reduction in the milk supply that might in any way tend to reduce their con- 
sumption and we must bear in mind that farm families in this country account 
for only 13.5 percent of the total population. It is important from the point of 
view of having good relations with our customers, as well as their political 
support or at the least their neutrality, that we do nothing that they would 
oom their interests, particularly in regard to a commodity such as 

ui 1k, 

Second, about half the milk used as fluid milk is sold in markets operating 
under Federal orders. The prices established under the orders are supposedly 
based on economic conditions in the markets, such as supply. 

With this situation, how could the department request fluid milk market 
producers to reduce their production or marketings? If they did so, it seems 
to me to follow naturally that the prices now established in orders are too high, 
else why are they maintained at levels that either increase the surplus over fluid 
milk needs for the market or maintain existing large surpluses? 

With the small producer and the fluid milk market producer exempted from 
the program, the burden of reduction falls entirely on the manufacturing milk 
and butterfat producer. If we take the 1950 figures on production and utilization 
of milk produced on farms, we find that farm butter accounted for 4.4 percent, 
milk consumed on farms was 8.4 percent, milk fed to calves accounted for 2.8 
percent, fluid milk and cream by city people 37.1 percent, and manufactured 
dairy products accounted for 47.4 percent of the total farm production. When it 
is recognized that most of the milk and the butterfat sold from the small farms 
probably is used in manufactured dairy products, and all farm use and use in 
fluid milk markets would be exempted, we readily see that about half of the milk 
produced would have to bear the entire burden of any production-control program. 
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Such drastic reductions as would be necessary, running perhaps as high as 25 
percent or more during heavy surplus periods such as we have had in the last 
2 or 3 years, would increase costs of production greatly, and would widen process- 
ing margins materially due to loss of volume going through our plants. 


SELF-HELP PLANS 


Our producers voted heavily against self-help plans which would require the 
imposition of a processing tax or equalization fee on their marketings in order 
to conduct the price-support program. The reasons are: (1) It is questionable 
whether net incomes of farmers would be increased, after they paid all the costs 
of the program; (2) it is doubtful that operating such a program with regard 
to only one farm commodity would be sound; and (3) since a large portion of 
our troubles are the direct result of Government programs we do not believe 
we should be asked to bear all the burdens resulting therefrom. 

As you know, during the war, the butter industry was seriously discouraged 
by Government programs designed to shift deliveries from farms from cream 
to milk so we could have the whole milk products for war purposes. The heavi- 
est blow struck by the Government followed the war, when the Congress per- 
mitted the oleo industry to copy all of the major characteristics of butter. 
Such operations greatly reduced the demand for our products. I do not believe 
it fair to place the burden upon the manufacturing milk and butterfat producer 
for correcting the results of Government programs. 

Rather than launch on some untested and highly questionable program requir- 
ing the farmers to be heavily taxed to remove surpluses, I think that we should 
continue the nationwide advertising and merchandising program through the 
American Dairy Association, which the farmers are now financing. This self- 
help program is showing good results, and it may be that in a few years we will 
have solved our own problems through expansion of consumption. 


FLUID MILK MARKET SANITATION REGULATIONS 


Testimony presented to this committee in Washington last summer indicated 
to you the arbitrary nature of many local sanitation regulations in fluid milk 
market. Sanitation regulations which do not have any relationship to securing 
pure and wholesome milk for consumers, but which are designed to give a 
monopoly to local producers, are unsound and should be outlawed. Our pro- 
ducers almost unanimously favor enactment of legislation that would establish 
a uniform system of sanitation regulations, and provide that no local ordinance 
could prohibit the movement of such milk into the local market from other States. 


MARKETING ORDERS 


Fluid milk marketing orders, through provisions such as compensatory pay- 
ments, arbitrary zone allowance, and other provisions are operating to bar 
qualified milk from entering local markets and thus tending to wall off these 
markets from legitimate competition from other producers. Such provisions 
should be eliminated and we feel that the act should be amended to provide for 
the elimination of all such restrictive devices from Federal milk orders. Other- 
wise, fluid milk prices will continue to be arbitrarily high, leading to unneces- 
sary production within the fluid milk supply areas and lower consumption than 
would be the case otherwise, and increasing the surplus which must be used in 
manufactured dairy products. 


RECOM MENDATIONS 


I have the following recommendations for the committee: 

1. The Congress should enact legislation which would eliminate the cost-price 
squeeze in which the milk and butterfat producer now finds himself. If this 
is done through increased price-support levels, as seems the most feasible 
approach, the Congress should provide an adequate program for the constructive 
disposition of surpluses acquired under the program. 

2. The National Creameries Association has sponsored a disposition program 
which we think adequate for the periods of heavy surpluses. Since this pro- 
posal has been explained in detail to this committee at the hearings in Washing- 
ton, I will not explain further but refer you to the hearing record with the 
recommendation that the Congress enact such a program. 
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8. Productions-control and marketing-quota plans should not be adopted by 
the Congress until the serious problems of the place, if any, of the small pro- 
ducer, and the producer of milk in fluid milksheds is settled so that manufactur- 
ing milk and butterfat producers will not carry all of the burden. Further, I 
believe the industry should be permitted to show whether over the next few 
years it can solve the surplus problem by expanding consumption through the 
producer-financed merchandising and advertising program now producing good 
oe Agricultural Adjustment Act of 1937 should be amended so as to elimi- 
nate the arbitrary and restrictive provisions that have been placed in fluid milk 
orders and which monopolize the market for local producers, and lowers con- 
wee milk sanitation code for milk moving in interstate commerce 
should be enacted, and no local sanitation authority should be permitted to bar 
milk meeting such uniform code requirements from the local market. 

Mr. Barres. I would like to give some background. 

My name is Everett Battles. I ama farmer living in Toseau County, 
operating a 680-acre farm together with my son. Dairying is part of 
the farm operation. 

I am president of the Warroad Cooperative Creamery. I am direc- 
tor of the Minnesota Creameries Association, that has a membership 
of approximately 300 plants which serve better than 62,000 producers. 

This membership represents 120,500,000 pounds of butterfat that is 
received from producers and processed in farmer-owned cooperative 
plants, and 10,600,000 pounds of butterfat sold to plants which are 
individually owned, a total representation of 131 million pounds of 
butterfat produced during 1954. 

I might say as a little further background that since 1941 I served 
on the county PMA committee, ASC committee, and AAA committee. 
I was on the committee up to 1950 and up to July 1954 I served on the 
county committee and in July I resigned as chairman of the committee 
to be a candidate for the Minnesota Legislature. 

I am happy to have served as vice chairman of the dairy products 
livestock committee in the last session of the Minnesota Legislature. 
I worked quite closely with farmers in my area through the years, and 
I think I understand a little bit about the workings of the Federal 
Agriculture program, which has done a lot of good for our farmers 
in the area. 

It seems like now the farmers are being caught in a price squeeze 
where the income of the farmer is going down and practically every- 
thing we buy is going up, which is causing quite a good deal of concern 
among our farmers, and in our particular county we are losing grad- 
ually the number of farm operators that we have. 

The farms are becoming larger and, consequently, some of the neigh- 
bors are buying up the smaller farms. 

The Cuatrman. May I interrupt you? 

I have one question on a point you just made: You do not believe 
that we should attempt to pull down the living standards of other 
segments of American economy in an effort to better our own situation, 
do you? 

Mr. Batrizs. I do not, and for one reason—I feel I cannot under- 
stand how we can let our whole economy go down—not only agricul- 
ture, but other economies in the United States, when our national debt 
is so high; how are we going to do that if we have reduced standards 
of living? 
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The Cuamman. We must have high industry wages and high com- 
modity prices if we are going to pay the debt. 

Mr. Barrizs. Yes; that is right. 

I will skip this. The Minnesota Creameries Association had their 
district meetings in September and October, so some of the informa- 
tion that I will review fare will give some facts that were taken from 
the producers just in the last 3 months. 

I might refer to price supports. Price-support levels are now set 
at 75 percent of parity. Currently, prices to farmers are somewhat 
above this level, being 78 percent for butterfat and about 82.5 percent 
for milk used in manufacturing dairy products, such as butter and 
cheese, in mid-September. 

In 1953, CCC stocks were very large, but have been reduced mate- 
rially since then. 

In September 1954 CCC owned 408 million pounds of butter, 412 
million pounds of cheese, and 242 million pounds of nonfat dry milk 
solids. 

September of this year CCC owned about 114 million pounds of 
butter, 275 pounds of cheese, and 35 million pounds of nonfat dry 
milk solids. 

But, the economic position of the dairy farmer has continued to 
be depressed, with incomes considerably lower than in previous years, 
while his costs have continued to mount. 

Price-support levels to dairy farmers should be placed on a basis of 
equality, relative to parity, with basic crops. 

The Minnesota Creameries Association of which the cooperatives 
I represent are members, has recently concluded its annual district 
meetings. 

At these meetings, sentiment of our dairy farmers was tested by 
means of a questionnaire. 

Regarding the question as to what percent of parity price-support 
levels should be set—I might interrupt that particular thing for a 
minute to say that in Minnesota we have 12 districts, which represents 
the whole State as far as dairy is concerned. 

In the ninth district here, in particular—which is a large district 
in area—it was cut in two, and from Crookston north is one district and 
Crookston south to the end of the ninth district is another district. 
Otherwise, they cover practically the southern part of the State, the 
congressional district areas. 

These figures that I am going to give were compiled from the find- 
ings of all district meetings, when they were added together. 

Twenty percent of the people attending these meetings voted for 
75 percent of parity, 5 percent for 80 percent, 8 percent for 85 per- 
cent, 48 percent for 90 percent, and 18 percent, for 100 percent of parity. 

Mr. Jounson. Could I interrupt you a minute there? I do not 
want to be misunderstood. I do not like controlled production better 
than anybody else, but in order to get a higher parity, if they had to 
take it, how do you think the farmers would act, if they had direct 
subsidies paid to them and were given a marketing quota? 

Mr. Barres. The only thing I feel from the discussions I have 
attended—and when you look at the United States as a whole—in 
Minnesota, it maybe would work if we had market quotas here. May- 
be we could make it apply in most areas, you take, where you have 
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Federal market orders, you assume where you have a higher price 
than the national average, you feel you are trying to encourage agri- 
culture production, instead of discouraging it. Fou have that Fed- 
eral market order, and your market-imported milk from other areas, 
because of regulations. If you have an adequate supply, or maybe 
are a little short, and you cut those back, how are you going to have 
milk controlled there, at the expense of the consumer, if the consumer 
wants 2 quarts of milk and can buy only 1. And the price will go up. 

Mr. Jounson. As I understand it, as we think about it, I admit it 
is in the exploratory stage. As far as the fluid milk is concerned, the 
amount that went in the fluid milk would not be affected. It would 
have to be the manufactured milk, the butter and cheese, and powdered 
milk. Of course, when those fellows started producing, when they 
got into the other types of milk, they would come under. It is a matter 
everybody wants, this higher parity. You talk to men from other 
areas, our chairman, from a tobacco area here, and he says, “will your 
farmers take marketing quotas?” AlIl he has ever heard is that they 
will not take them. am just wondering what you have heard? 

Mr. Batrrzs. I think I have some figures in this report that will 
show that, if you apply the marketing quotas. 

We have a large percentage—lI have the number here, approximately 
the number of farmers that have 4 cows or less, which are a large 
enough number, and those that have 9 cows or less, and I think it will 
show in here that if you would try to apply marketing quotas, you 
would only have about 48 percent of the farmers that you could apply 
it to economically and anywheres near soundly, because it is pretty 
hard to apply your quotas. For instance, in my hometown area at 
Warroad, eae they have a dairy plant and a creamery which does not 
bottle milk, but this individual who owns the dairy plant bottles milk, 
and he has several farmers that supply him with milk. He does not 
buy only what he needs for the consumption of his patrons. 

If you are going to apply marketing quotas in those areas there, 
won’t we have to, to the 10 or 12 farmers, as well as the others that 
supply to the creamery for manufacturing purposes ? 

Mr. Jounson. I think so. 

Mr. Barris. I think it would be rather hard. 

Mr. Jonnson. I realize it would be hard. 

The CHatrman. It would be almost impossible to police it and 
enforce it; would it not? 

Mr. Barrtes. I think so, because it seems you would run into so 
many conditions that it would be pretty near impossible to enforce 
it without penalizing the consumer, and I don’t think it is anybody’s 
intention to try to hurt the consumer, where he can’t have all the milk 
that he wants, if possible. 

The Cuatrman. Do you agree with the statement made a moment 
ago by Mr. Ommodt, when he said the lower price did not lower 
production. 

Mr. Barriers. No; I don’t. 

The CHamman. Production continued to go up even though the 
price went down ? 

Mr. Barres. I might make a general statement as far as agriculture 
is concerned, and I think it is applied to dairying as well as other agri- 
culture commodities: I found, when we went back to the early thir- 
ties when prices were depressed in our area there, the average farmer 
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tried to produce an extra bushel of grain or what not, to try to get a 
little more income, and lower prices, in my opinion, have the opposite 
effect of what the average person wants to his trying to administer it. 
When you lower prices, you hope to retard production. It does the 
opposite. People plow up more land and put more in crops, in pro- 
duction, so as to have more income. They have more overhead. 

You take in the thirties, for instance, farmers in general, outside 
of maybe around the Red River Valley, were farming with horses a 
lot. When you plowed an acre of land, it didn’t matter, oats were 10 
or 50 cents a bushel, a bushel of oats would plant so much land and 
put in so much crop. <A farmer is like a businessman on Main Street. 
Every time he turns around he has to put his hand in his pocket to 
try to find enough money to pay his expenses. Every time he does 
anything it is a cash outlay. It is getting so it isn’t easy to find 
enough cash to meet your overhead. I don’t think there are many 
things with modern equipment that you use for farming in general to 
cut many costs that haven’t been cut. Your taxes are a fixed overhead, 
and many other things like that. 

The CHarrman. That emphasizes the point that the farmer has 
absolutely no control over the price of the things that he buys. 

Mr. Barries. He never has. 

The Cuamman. No bargaining power. He has to pay whatever 
they charge him. 

Mr. Batrurs. It is an unfortunate situation, that one segment of 
our economy in the United States should come to this point. 

When I go to a store or any other business, I have to ask what an 
item costs, if it is a shovel or fork or suit of clothes. 

The Carman. Or tractor or plow. 

Mr. Barrties. Or a gallon of gas. I ask what I have to pay and 
they tell me it is so much. 

mn I take in a bushel of grain or butterfat or a pound of beef or 

or 
; The Cuarmman. They tell you what it will be. You take it or leave 
it. 

Mr. Bartties. They set the price, and that is it. We have no chance 
to set our own price. 

I was quite interested in Federal milk orders last winter, in fact I 
happen to be one of the authors of the bill that appropriated some 
money to the Attorney General’s office to be used to look into these 
Federal milk orders. 

Among other things, we heard at the hearings there was one city 
that lies to the east of us that had a particular local ordinance there 
that prohibited milk to be sold in that area if it wasn’t pasteurized 
within 10 miles of the city limits. 

Well, something like that is pretty near restrictive, insofar as 
interstate commerce is concerned. 

The Cuarrman. Is that in one of the orders? 

Mr. Barrtes. That is in one of the regulations where they have a 
Federal milk order, as I understand it. 

Mr. Anpresen. That order was set aside by the Supreme Court, or 
district court. 

Mr. Bartries. I mean it just gives a little illustration of how far 
some local authorities will go to penalize some other business from 
coming into their particular area. I feel it is something that this com- 


* 
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mittee, if they can look into it, and see that it can be broadened a little, 
so we can get some of our fluid milk into some of the other markets, it 
may be a help to our economy here in Minnesota. I feel as time goes 
on—and it will probably be another 20 years, maybe I won’t see it— 
instead of having a surplus of farm commodities, we are going to 
wonder how we have enough to feed our population ; our population is 
crowing at a tremendous rate. 

' Mr. Anpresen. I might advise you, I introduced a bill that is be- 
fore our committee, that provides for national public health standards 
by the Public Health Service, to take the place of all these other regu- 
lations to which you have referred. 

Mr. Batrizs. I think in my prepared statement here, at our annual 
meetings, we had recommended that Congress enact a similar law to 
that effect. It would set up a standard which would meet all re- 
quirements, so there would not be that proposition. 

I think that would be about all that I would have, if you would 
accept my prepared statement. 

The Cuarmman. We thank you very much for the statement. It 
has been filed for the record. 

Any questions ? 

If not, Mrs. Knutson, call the next witness. 

Mrs. Knutson. Is Lawrence Sherman from Moorhead here? 

Mr. William Wigdahl, of Rothsay, Minn. ? 

And Vyron Northup, would you be ready next ? 

And then Miss Nelson, if.she is here, and William Grant? 


STATEMENT OF WILLIAM WIGDAHL, A FARMER, ROTHSAY, MINN. 


Mr. Wiepant. Mr. Chairman and members of the committee, I am 
William Wigdahl from Rothsay, Minn. I operate a grain and dairy 
farm which is 280 acres, which I rent from my father. 

I operate this farm by myself, outside of about one man hired help 
maybe 1 week during the year. I cannot afford to hire more help than 
this. 

It seems to me that agriculture around Rothsay and Wilkin County 
is now at a disastrous stage. By that I mean that the farmer today 
has a very small margin between cost of production and a decent living. 

What the farmer has to sell, as dairy products, grain, and so forth 
is steadily going down, and what we buy back, such as repairs, fuel, 
and machinery, 1s going up. 

Now, just take a few weeks ago, a three-plow tractor went up $200. 
This additional cost alone will take many bushels of oats or pounds of 
butterfat to offset the price raise. 

Now, in my case, in 1952 I bought a three-plow tractor and it cost me 
$2,450. Thinking this was quite high, I hesitated before I bought it. 
I needed a tractor. The old one was pretty well worn out. I needed 
new tires and the motor was worn out. I bought it for that price. 
Now, today, that same tractor sells for over $700 more than I paid for 
it at that time. 


Again the prices on what we have to sell have gone down continu- 
ously. This is what happened among many farmers in our area. 

A lot of young people like myself find it quite difficult to start out. 
I started 11 years ago and I don’t know how I could have started if my 
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dad wouldn’t have loaned me a couple of thousand dollars to start 
out on. That is the situation. 

Some of the FHA could certainly stand some improvements in our 
area, because it seems like to get adequate loans it is quite difficult, 

Taxes are also going up all the time now, because when the farm 
income is short of parity the farmer absorbs a greater part of the tax 
out of his own income, 

Fertilizers are necessary today for a good production and because 
our land is depleting. This, too, we can’t afford to buy because our 
income has gone down and we cannot afford to use fertilizer. 

The dairying trend in Wilkin County is dropping considerably. 
In 1950 to 1954 we had a drop of 17 percent. In 1950 there were 7,500 
cows. ‘Today they have 6,500 cows. These figures I have here I got 
from the county agent’s office, of the latest census in Wilkin County, 

Mr. Anpresen. Would you give us the production by the cows 
when you had 7,500 cows, and now you have only 6,500 ? 

Mr. Wicpaunt. I have a record here on butterfat and milk. There 
are quite a few creameries that are buying cream and are buying 
whole milk. 

The whole milk sold from farms in 1954 was 16,209,000 pounds; in 
1949 it was 10,275,000. 

Cream in 1954 was 550,638 pounds and in 1949 it was 629,468 pounds. 

Mr. AnprESEN. You are going against the usual trend. Si are 
not increasing your number of cows or your milk production. 

Mr. Wiepauu. What I mean to bring out here is that the farmers 
in this area are cutting down on the dairy and are going into beef. 
because they find it isn’t profitable. They are going into beef and 
grains and other commodities that are not in surplus. 

When I started farming 11 years ago, almost everyone in Rothsay 
and Wilkin County separated their milk and sold cream to the cream- 
ery, but now the trend today is to sell whole milk and grade A milk. 
That is what is putting me on the spot today. 

I say, I rent a farm from my father, and the barn is not up to the 
strict standards of grade A milk, and it would cost from $3,000 to 
$4,000 to get our barn in order for these regulations. 

I, as a renter, cannot see that I could do it, because I do not know 
how long I would be there, and I cannot expect my father to do it, 
because he is renting me the farm and has no income from it. The 
cattle are my own. 

Right now I am selling my milk cows and going into Herefords, and 
I have to go into more grain again, although our farm is somewhat 
hilly and we like to keep as much land as we can in lagoons because of 
erosion. That is why I am choosing beef, because we have to keep 
so much in alfalfa. 

I believe in the farm program we should have price supports of 
not less than 90 percent on basic commodities, such as wheat, corn, and 
so forth, and a firm price support on rye, oats, and so forth, or any 
crop which would compare to the value of corn. 

I recommend price supports not less than 90 percent on dairy prod- 
ucts and also on beef cattle. 

We need a world trading post where we could trade products with 
other countries. 

We also need better conservation practices, to make better soil im- 
provements. 
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In visiting with farmers around the Rothsay area, I have found 
that they would be in favor of production restriction if they had higher 
supports. If they have higher supports they would be willing to cut 
down on their production. 

Now, in my own experience, with dairy, I had 13 milk cows—I did 
have, I mean. When they cut the price from 90 percent of parity to 
75 percent, I suffered’ a cut in my cream check or around $40 a month, 
whicly I could have used in paying my fuel bills and other farm 
expenses. 

That is the thing that is affecting everyone around there, and that is, 
the cut in their cream checks. 

To the east of Rothsay in Ottertail County and the Hillyard area, 
their main income is dairy because their land is of a rolling and 
hilly type and they cannot go into grains or anything like that be- 
cause it would wash away. 

To sum it all up, it seems that the farmers are now just not buying 
machinery, fertilizers, and are not making the improvements they 
need on the farms. Young people are now leaving the farms. 

I started 11 years ago. Only 3 out of my class out of high school 
in the Rothsay area—and there were 26 boys in that class—today only 
3 are farmers, and I believe 10 of us started farming at that time. I 
think this has something to do with FHA. I don’t think they get 
adequate in that area. 

The Cuatrman. I should like to ask you a question. Do you know 
of anyone who applied to FHA for a loan who has been rejected ? 

Mr. Wiepann. Yes; I do. 

The CHarrman. Operating loans, or expansion loans, or land pur- 
chase—— 

Mr. Wiepant. Not land purchase, just operating, and trying to 
improve and broaden his dairy herd to get a larger dairy herd. 

The Cuarrman. To expand his herd ? 

Mr. Wiepanu. Yes, sir. 

Mr. ANpDRESEN. Have those applications for loans been turned down 
by the local county committee ? 

Mr. Wiepanu. I wouldn’t know. In visiting or talking to him he 
told me he was turned down. I don’t know whether it was local or 
what it was. 

Mr. AnprEsEN. Have you made an application for loans? 

Mr. Wiepanu. No; I haven’t. 

Mr. Jennines. Would you recommend that a young man should 
borrow money and go into farming operations in today’s market? 

Mr. Wiepant. No; I don’t see how he could. Like I said, when I 
graduated from high school, out of 10 or 11 that had started farming 
there are only 3 farming today. 

Mr. Jounson. You mentioned 26 boys. Were all 26 farm boys? 

Mr. Wiepant. Yes; they were. 

; oat CuamrMan. And there are only three on the farm now, is that 
right 

Mr. Wiepanu. Yes. 

Mrs. Knutson. Mr. Chairman, we made an observation on the 
family-sized farm tour where a gentleman had 2 conservation districts 
and he said he had only 2 farmers left in those big areas below 35 years 
of age, so that bears out what Mr. Wigdahl has to say. 
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The Cuamman. How many people do you have helping you run 
that 280-acre farm ? 

Mr. Wiepanu. How many farmers run a 280-acre—— 

The CuairmMan. Do you have any help, tenants or hired help? 

Mr. Wiepan.. I only hire help 1 week out of the year. I can’t afford 
to hire them. 

The Cuairman. How much do you have under cultivation? 

Mr. Wiepanv. 200 acres under a plow. 

The CuarmmMan. You do it yourself ? 

Mr. Wiepanw. Yes; I do. 

Mr. JENNINGS. Grassland farming? 

Mr. Wiepanu. We have 50 acres in lagoons, 20 to 30 acres in pasture, 
the rest is corn, oats, and barley, and we have some wheat—not too 
much of that, small grains. 

The Cuatrman. Any further questions? 

If not, we thank you very much. Did you finish? I did not mean 
to cut you off. 

Mr. Wiepant. I want to say: Work out a dairy program. We have 
to work with other farms so that we are not working against the 
other farmer, because I think we have to work together. 

Mr. Jonnson. You figure that all farm groups have to work to- 
gether ? 

Mr. Wiepant. Yes; I do. 

Mr. Jounson, Not one pitted against the other ? 

Mr. Wiepanu. Yes; that is right. 

I wish to thank you. 

The CHarrmMan. We thank you. 

Mrs. Knutson. 

Mrs. Knutson. Mr. Willard Grant, of Omaha, Nebr. 


STATEMENT OF WILLARD J. GRANT, ASSISTANT MANAGER, NE- 
BRASKA-IOWA NONSTOCK COOPERATIVE ASSOCIATION, OMAHA, 
NEBR. 


Mr. Grant, Mr. Chairman and members of the committee, my name 
is Willard J. Grant, assistant manager for the Nebraska-Iowa Non- 
stock Cooperative Milk Association, with offices at 319 22d Street, 
Omaha, Nebr. 

I have this statement broken down into 10 subjects, some I will read 
in sone ee because of previous testimony, and others I will touch on 
slightly. 

First I would like to discuss the Federal milk order program. 

At the outset, I think I should try to clear up, that the opposition 
to many of these Federal milk orders is due to misunderstanding. 

I do not believe many people in the country understand the Federa! 
milk order programs oak how they work. Statements made by previ- 
ous witnesses to the effect that the health regulations in the country 
were written in the order—marketing orders and health regulations 
are entirely two separate things. A marketing order is for marketing 
and establishing prices. 

The prices me to producers for fluid milk in this marketing area 


are determined in aceordance with the provisions of a Federal milk 
marketing order issued at the request of producers, by the Secretary 
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of Agriculture, under the Agricultural Marketing Agreement Act of 
1937, as amended. 

At the time this order was issued, the prices paid producers were 
so low that the supply of milk produced under local health regulations 
for these large urban centers was inadequate. Farmers were not re- 
ceiving the cost of prnceetion and disorderly and chaotic marketing 
conditions prevailed. 

Many months each year milk had to be imported from distant points 
in other States at high prices, to satisfy local needs. 

The cost of transportation in bringing milk from Chicago or Wis- 
consin plants is about $1 per hundredweight, approximately 214 cents 
per quart, and the quality often questionable, after such a long haul 
and lapse of time. 

Under the order, stability has been restored and a healthy dairy in- 
dustry has been developed which is capable of meeting the year- 
around needs of a ata increasing population in this area. 

During the last 2 years, no milk for fluid use has had to be im- 
ported, but neither has there been an unmanageable surplus. 

The Federal order assured minimum prices and orderly marketing 
conditions, 

Acordingly, producers have been encouraged to make the invest- 
ment necessary to produce grade A milk. In turn, the order has pro- 
tected consumers from a scarcity of pure and wholesome milk and in 
general redounded to the benefit of consumers and the dairy industry 
as a whole, which was brought out by the previous witness. 

Mr. Jonnson. That is correct—in your area, though. 

Mr. Grant. That is in my area. 

Mr. Jounson. You will admit that there are other areas that are 
adding to our troubles in the manufactured area? 

Mr. Grant. In some instances, that could be true; yes; in other 
areas where Federal orders are operating, take the southern market, 
they have been in a deficit for 4 or 5 years, and even now. 

Fluid milk consumption has increased each year since the order 
has been in effect, The producers we represent are vitally interested 
in a farm policy that will preserve to cae the benefits of this law, 
the Ageoaiaee Marketing Agreement Act of 1937, as amended, un- 
weakened by any amendments that may encourage a return to the 
disorderly and chaotic conditions that prevailed in the industry before 
its enactment. 

The Agricultural Marketing Agreement Act was enacted by Con- 
gress to secure to the producers of fluid milk a fair return for their 
product that would encourage the production of an adequate supply 
of wholesome milk for the consuming public. 

It is a voluntary program of anita which the producers must 
request and approve before a milk order is issued. It is a thoroughly 
democratic program, fairly and capably administered. 

In more than 50 marketing areas, 50 of the leading fluid markets in 
the United States, similar marketing orders have brought economic 
stability and orderly marketing. This phase of the farm program 
should be preserved at all costs. 

I might also add that it is my understanding there are now 60 mar- 
keting orders in effect. and also 8 requests to the Dairy Branch for 
orders to be established in other markets. 
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In some quarters the charge has been made that Federal milk orders 
established barriers to the free flow of milk. This is not so whey 
they are properly understood. 

Subject to local health regulations, milk may move freely into any 
market under Federal regulation on the same competitive level as milk 
produced locally. Transportation costs are the barrier to the free 
movement of milk. 

I might also add that I feet perhaps in many instances health regu- 
lations are also a barrier to the free flow of milk, more so than Federal 
orders. 

Mr. Jennrinos. Those are State and local regulations ? 

Mr. Grant. That is right. Those are not Federal regulations; 
those are State and local regulations. 

Milk is a perishable product. Local producers who incur the ex- 
pense of meeting the requirements prescribed for a grade A milk 
assume the year-around responsibility of providing an adequate sup- 
ply of pure and wholesome milk for the local market. The invest- 
ment required is large. The undertaking cannot be lightly assumed 
by farmers, in the absence of some assurance of a stable market. 

Producers and handlers in other production areas assume no such 
responsibility. Their obligation is to their own primary markets, but, 
in times of seasonal surplus, a dealer in such an area may seek an out- 
let for the excess over the needs of his primary market by dumping 
it in an order market, where regulated handlers are bound to pay 
local producers the uniform price determined by the order. These dis- 
tant handlers are economic opportunists. They have no responsibility 
to the market they invaded. They seek to exploit it temporarily. If 
permitted to do so, while local handlers are subject to regulation, they 
leave behind, when they withdraw, a weakened industry to the eco- 
nomic disadvantage of local producers. 

Mr. Jounson. May I ask a question there? 

Granting your statement, what about the market, though, that pro- 
duces so much milk that they enter into our cheese and butter market! 
Mr. Grant. You have the same situation there, geographically. 

Mr. Jonson. Are they not doing the same thing you accuse the 
dealer of doing? 

Mr. Grant. What do you mean? 

Mr. Jonnson. You said here, “But in times of seasonal surplus, a 
dealer in such an area may seek an outlet for the excess over the needs 
of his primary market by dumping it in an order market”. 

Mr. Grant. Yes. 

Mr. Jounson. What about this Federal milkshed that produces so 
much milk, and they dump it in our cheese and butter market? 

Mr. Grant. Any handler 

Mr. Jounson. Do you think they are doing right? 

Mr. Grant. Any handler can come in a Federal market at any time 
as long as he equalizes prices, and if he has a surplus in his area during 
the entire year, or just for 2 or 3 months—— 

Mr. Jonnson. You have not answered my question. 

I am talking about this milkshed that produces the milk all along, I 
think, some over 15 percent of what they need for fluid milk. 

Mr. Grant. The excess of fluid uses are channeled into—— 

Mr. Jounson. What do you think of markets that are doing that! 
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Mr. Grant. In most cases, I do not believe order markets are adding 
percentagewise, any surplus. 

Mr. Jounson. They are adding a surplus. 

Mr. Grant. They will always add, because it is impossible for any 
market to operate strictly on 100 percent 

Mr. Jonnson. I do not think the gripe is the Federal market. The 

gripe is this: You fellows are protected. The Government is giving 
you a fine thing, but I do not like you ruining our market. 
’ Mr. Grant. At the same time, our manufactured products are chan- 
neled—our class II prices are based on national pricing, and they are 
not out of line with the butter and cheese markets in Wisconsin or 
Minnesota. 

Mr. JoHNnson. But you know you are protected on your grade A 
milk, so you have that big price, and then you dump the rest of your 
milk in, and help add to our surplus in butter and cheese. Is that not 
correct ? 

Mr. Grant. We are protected only to the extent that we have a 
classified system of prices. Any handler that wants to come in at any 
time can enter the market, as long as the class price is identical. He 
should not be allowed to come in with class III milk when the price 
is $4. 

Mr. Jounson. Granted. You are right. Should he have a right 
to spoil our butter and cheese market ? 

Mr. Grant. Your butter and cheese market is national, and the 
price prevails. If you have a lot of surplus produced in a Federal 
order market, it is channeled into butter and cheese, but it is channeled 
with Wisconsin milk or anything milk, or anything else. They do 
not destroy the price. 

Mr. Jounson. You think it is all right for them to do it, then? 

Mr. Grant. Anything above fluid is going to have to be manu- 
factured. It is the only place they can go with it. All the order 
does is tend to show the milk surpluses from other areas will not 
enter the regulated market at a price better than local handlers are 
paying to equalize competition. 

You cannot subject local handlers to regulation and leave the others 
free. ‘To do so would be to return to the chaotic market conditions 
the orders sought to correct. Minor regulations which assure that 
the dealers of such irregular incidental surpluses will enter the regu- 
lated market on the same level competitively with the local regulated 
handler is neither unfair nor discriminatory. It tends to assure that 
remote surplus supplies will not undermine the economy of producers 
who have assumed the responsibi. ty of providing needed supplies con- 
tinuously, and will preserve the classified system of pricing milk. 
That certainly was what Congress intended in the act, the classified 
system of prices. 

Certain manufactured milk interests seek to destroy the program 
by insisting on the right to enter such markets at will, on terms more 
favorable than local handlers. We have no objection to producers 
coming into our area, as long as the price is equalized, so they do not 
tend to ruin the price’structure in the local market. 

These suppliers, who are in the market today and out tomorrow, 
are entirely res, under existing order, to sell their milk in any order 
market at any time, but they have no right to ask for preferred treat- 
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ment over the local handler, who, together with local producers, 
assumes the year-round obligation of insuring consumers of an ade- 
quate supply of wholesome milk. 

Such incidental regulation, necessary to equalize competition, is not 
only necessary, but in the best interests of the consuming public. It 
effectuates the policy of the Congress. 

A stable and adequate local supply is essential to the health and 
welfare of the community. In no sense then does the Federal mar- 
keting-order program erect any barrier to the free flow of milk. 

This association respectfully urges this committee to resist this 
effort of the opponents of the market orders, to sabotage a sound 
farm program, carefully administered along democratic lines, which 
has been thoroughly tested by years of experience. 

The Agricultural Marketing Agreement Act is sound in policy, 
It has brought stability and orderliness to an industry on which the 
day-to-day health of millions of people depends. It should be pre- 
served at all costs. 

Mr. Jounson. How much excess do you think they should produce 
to have an adequate supply ¢ 

Mr. Grant. Year in and year out, I don’t think over 15 or 20 
percent. 

Mr. Jounson. I agree with you on that. 

The Cuarrman. All right, sir. Price supports is next. 

Mr. Grant. No. 3, price supports: 

Dairy farmers have seen their prices drop 20 percent since 1952. 

A good share of this drop was caused by the reduction in price sup- 
ports from 90 percent of parity to 75 percent, which was made effective 
April 1, 1954. 

In part, the price decline was caused by the fact that even under the 
90-percent program, prices to dairy farmers were actually less than 
the announced support level. Each time a plea is made for higher 
supports for the dairy industry, we are reminded that we can have 
the same treatment as the basic crops if we will accept production con- 
trols or marketing quotas. In this situation, two important facts 
are overlooked. 

In the first place, production controls on milk and dairy products 
would be complex and difficult to administer. I might ad lib a little 
bit. I feel it is almost an impossibility. I feel that the cost of 
administering and enforcing that type of program would probably 
cost more money and be higher than returning to a rigid 90 or 100 
percent of parity, and let them produce what they want to. 

In the second place, even without production controls, the dif- 
ficulties involved in producing milk, including the labor problem and 
health regulations that must be met, tend to hold total production 
within manageable bounds. Also the relationship of other crops is 
important. In our area, if corn or hogs or cattle feeding is more 
lucrative, they will divert from dairying over to those areas. 

When we had 90-percent suports, the dairy surplus never exceeded 
8 percent of a year’s production. In 1952 and early 1953, when prices 
were over 100 percent of parity, we experienced a milk shortage. 

The real need of the dairy industry is stabilized prices at levels that 
will not only assure an adequate supply of high-quality milk, but a 
price that will give dairy farmers the purchasing power equivalent 
to that consistent with other segments of the national economy. 
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To accomplish this, dairy farmers cannot be satisfied with prices 
less than 100 percent of parity. At the same time, reason tells us 
that the price of milk cannot be supported at levels substantially 
higher than that of other agricultural commodities. 

However, the present 75-percent support level is too low and should 
be increased somewhat above the average support level of basic crops, 
in order to achieve a proper balance between the dairy industry and 
all agriculture. This can be justified because of the high labor re- 
quirements in the production of milk on a 7-day-a-week basis, and the 
increase in suport levels can be made without resulting in excess 
production, for the same reason. 

The CuHamrMaAn. May I interrupt you a moment? 

You bring out that— 

In 1952 and early 1953 when prices were over 100 percent of parity we experi- 
enced a milk shortage. 

Mr. Grant. Yes. 

The CuHarrMAN. We did not have a surplus, but a shortage? 

Mr. Grant. That is true. 

Mr. Jounson. The fact there was a shortage was the reason you 
got 100 percent. 

Mr. Grant. The correct reason for the shortage was that other 
agricultural prices were lucrative and tempting because of less labor 
requirements, and everything, and until that price of milk came up 
again, did we start experiencing our surpluses again. 

Mr. Jounson. There is one point I want to tell you there: I do 
not want you to think I want marketing quotas myself. It is fel- 
lows like Mr. Cooley, who say they will not go along unless you take 
them. Yousay you want 100 percent of parity. What would you do? 

Mr. Grant. I say we will not be satisfied with less than 100 per- 
cent. We do not want to be out of line with other commodities. I 
feel that the only way to regulate and control milk production is 
controlling feed roduction, and I think there is some merit in the soil- 
fertility bank to handle the whole situation. I do not know enough 
about it to talk on it, but, from reading, and what I hear about it, I 
think there is a lot of merit to it and I think it should be given a lot 
of study. 

I willslsie that. 

I feel that parity should be tied down so we know where we are. 
The modernized parity will affect the dairy industry for the next 
10 years. 

The Cuarrman. You are hit with both. You are hit with 75 per- 
cent and the modernized parity, all of which tends to bring down your 
price. 

Mr. Grant. It brings it down and its affects the parity equivalent 
price for the next 10 years. 

The CHarrMan. tn order to bring down the price the farmers in 
traditional fashion are going to produce more to reduce the price. 
All it does is add surplus. 

Mr. Grant. We feel there is a lot of merit in the National Milk 
——— Federation self-help plan, and that should be given some 
study. 

We know that we have import quotas in effect now, and we submit 
that that should be continued. I think perhaps we are missing one 





380 INVESTIGATION OF DAIRYING, 1955 


point, and that is that swiss cheese is not under import controls, and | 
think perhaps now is the time to consider placing that under controls 
also, because more and more domestic swiss cheese is being produced 
and at the time that was left out it was slight. 

We endorse the school-lunch program and urge the expansion of 
that program. 

Surplus disposal programs: We urge, as we have always urged, 
the enactment of necessary legislation to permit the operation of a 
program designed to increase the consumption of foods. We urge the 
Congress to authorize experimental programs by the United States 
Department of Agriculture to determine the feasibility of some type 
of family milk program. 

It is estimated that upward of 7 million persons would be eligible 
for a program of this type. On the basis of an additional 1 quart 
of milk per week, per person, such a program could increase the con- 
sumption of fluid whole milk by upward of 700 million pounds 
annually. 

We also commend the Congress for authorizing the use of the Com- 
modity Credit Corporation’s funds in the interest of expanding the 
consumption of milk in our military establishments and in the facili- 
ties operated by the Veterans’ Administration. 

Mr. Anpresen. We already have that. 

Mr. Grant. That is right. We commend you for it, and urge the 
continuation of that program. 

The Cuarrman. May [| interrupt you once more ? 

Mr. Grant. Certainly. 

The CuarrMan. On page 8 you use the expression, “hourly returns 
to dairy farmers and herr families, as reported by the Department 
of Agriculture, are down to almost 50 cents per hour.” 

Mr. Grant. Yes, sir. 

The CHatrman. And that is based on Agriculture Department 
figures ? 

Mr. Grant. That is based on Agriculture Department figures at a 
time when we have a minimum wage law of, I believe, $1 an hour. 

Mr. Jounson. We had testimony in Wisconsin that they were get- 
ting 37 cents an hour, and testimony from another man that they were 
getting 25 cents an hour. 

‘4 Mr. Grant. I think that is highly possible in some areas—I really 
O. 

Mr. Anvresen. How much were they getting in 1952? 

Mr. Grant. I wouldn’t be able to answer that offhand. 

Mr. AnpresEN. They weren’t getting much more? 

Mr. Grant. No; they weren’t, but the cost wasn’t as high as it is now. 

The Cuatrman. And the price is so high. 

Mr. Grant. And the price is high. 

Mr. Anpresen. What is the reason why the price isso high? 

Mr. Grant. Everything the farmer buys is going up. 

Mr. Anpresen. What are the elements entering into it? 

Mr. Grant. Labor, probably one of pestilence. 

The Cuarrman. Margins of profits, taxes? 

Mr. Jenntnes. Mr. Chairman, may I make an observation ? 

The Cuatrman, Mr, Jennings. 
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Mr. Jennrnes. That might be pointed out in U. S. News and World 
Report, this current issue, where it says that the balance sheet of a 
Wisconsin farmer who milks a dairy herd—his wage per hour is 41 
cents. 

Mr. Jounson. I think a lot of the trouble you are getting is from 
fellows who produced manufactured milk, who feel they went ahead 
and ntestied you and left them sitting out in the cold. 

Mr. Grant. It isa voluntary program. Any group of farmers can 
request it. 

“Mr. Jounson. You are getting all you want now, fluid milk. 

Mr. Grant. I mean, any producer of milk in any area can install a 
Federal order in their area if they wish it. 

Mr. Jounson. I understand, but that would not take care of the 
situation. 

Mr. Grant. No, it would not. 

Mr. Jounson. It would only make for more surplus of milk. 

Mr. Grant. Only put people on an equal basis. 

Mr. Jenninos, Stabilize it. 

Mr. Grant. Stabilize it. 

The CuHatrMAn. Please move along—we have to finish. 

Mr. Grant. We urge the continuation of the brucellosis program 
and feel that it has done a lot to help dairy farmers, and we hope it 
can be continued. 

The last one I will read in its entirety, and then I will be finished. 

Taxation of cooperatives: Our statement would not be complete if 
we did not express our views on the subject of the taxation of coopera- 
tive associations. ‘This is a matter of great importance to dairy farm- 
ers, most of whom are members of cooperative marketing associations 
which are engaged in marketing their milk and other dairy products. 

By acting together through cooperative associations, farmers are 
able to do for themselves many things which they could not do acting 
alone. 

For example, they can build and operate a dairy plant and thus 
process at cost the milk produced on their farms. Sivice the purpose 
of such associations is to operate at cost, they do not have income. 
Any savings on hand at the end of the year over the amount retained 
for estimated costs, are refunded to the farmers. 

The cooperative is not a middleman placed between the farmer and 
his market. In effect, it is the farmer himself, carrying his market- 
ing operation one step further, and selling his produce in processed 
form rather than in raw form. 

Cooperatives provide a yardstick for measuring processing and dis- 
tribution costs, and serve an important purpose in keeping the charges 
and profits of other processors and distributors in line. 

There are basically four kinds of competitive enterprises, the indi- 
vidually owned business, the partnership, and cooperative, and the 
ordinary profit-type corporation. All are taxed once on their savings 
or earnings, except the corporation. Its profits are taxed twice. 
Competition would not be equalized by extending the double tax to 
cooperatives. It would be equalized by extending the double tax 
all the way down the line to the cooperative, the partnership, and the 
individual, or by removing it from the ordinary corporation. The 
latter is the better approach. 
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A withholding tax on cooperative refunds would be impractical and 
unfair. The burden of withholding from great numbers of smal] 
accounts would make the tax impractical. Since patronage refunds 
are not net profit to the farmer but are a part of his gross-sales pro- 
ceeds, it would be unfair to withhold in such cases, unless withholding 
were applied to all gross sales of commodities. 

The foregoing comments on the subjects discussed are in line with 
the position of the National Milk Producers Federation. 

We are members of that organization and have participated with 
other dairy farmers from other parts of the country in discussing 
these problems and in developing these policies. 

Now, I have endorsements here from eight other organizations, 
The following associations of grade A milk producers in Nebraska, 
Iowa, and South Dakota, who market their milk under provisions of 
Federal milk-marketing orders, endorse the principles set forth in 
the foregoing statement. 

These associations represent approximately 3,000 additional grade 
A dairy farmers, which include a majority of such producers in the 
States of Nebraska and South Dakota. 

Those are named on the statement. It will not be necessary for 
me to read those names. I have a letter verifying these endorsements. 
I would like to file that letter and make it a part of the record. 

The Cuarrman. Without objection, you may do so. 

(The statement of Mr. Grant follows :) 


STATEMENT OF WILLARD J. GRANT, NEBRASKA-IOWA NONSTOCK COOPERATIVE MILK 
ASSOCIATION, OMAHA, NEBR. 


This statement on a number of subjects considered of great importance to the 
dairy industry is endorsed by and submitted on behalf of the more than 2,500 
grade A dairy farmers in Nebraska and Iowa who are members of the Nebraska- 
Iowa Nonstock Cooperative Milk Association. These producers of grade A milk 
and cream supply the needs of more than 500,000 persons living in Omaha, 
Council Bluffs, Lincoln, and adjacent communities in Iowa and Nebraska. The 
production of fluid milk is a very important segment of American agriculture in 
the Midwest. The value of the product of these producers is a big factor in the 
economy of this region. In the Omaha-Council Bluffs-Lincoln milkshed alone, 
the value of the grade A milk marketed by dairy farmers exceeds $12 ‘million 
per year. 


THE FEDERAL MILK ORDER PROGRAM 


The prices paid to producers for fluid milk in this marketing area are deter- 
mined in accordance with the provisions of a Federal milk marketing order 
issued at the request of producers by the Secretary of Agriculture under the 
Agricultural Marketing Agreement Act of 1937, as amended. At the time this 
order was issued, the prices paid producers were so low that the supply of milk 
produced under local health regulation for these large urban centers was in- 
adequate. Farmers were not receiving the cost of production and disorderly 
and chaotic marketing conditions prevailed. Many months each year milk had 
to be imported from distant points in other States at high prices to satisfy local 
needs. The cost of transportation in bringing milk from Chicago or Wisconsin 
plants is about $1 per hundredweight (approximately 2%4 cents per quart) and 
the quality often questionable after such a long haul and lapse of time. Under 
the order stability has been restored and a healthy dairy industry has been 
developed which is capable of meeting the year around needs of a rapidly in- 
creasing population in this area. During the last 2 years no milk for fluid use 
has had to be imported, but neither has there been an unmanageable surplus. The 
Federal order assured minimum prices and orderly marketing conditions. 
Accordingly, producers have been encouraged to make the investment necessary 
to produce grade A milk. In turn, the order has protected consumers from 
a searcity of pure and wholesome milk and, in general, redounded to the benefit 
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of consumers and the dairy industry as a whole. Fluid milk consumption has 
increased each year since the order has been in effect. The producers we repre- 
sent are vitally interested in a farm policy that will preserve to them the benefits 
of this law, the Agricultural Marketing Agreement Act of 1937, as amended, un- 
weakened by any amendments that may encourage a return to the disorderly and 
chaotie conditions that prevailed in the industry before its enactment. 

The Agricultural Marketing Agreement Act was enacted by Congress to secure 
to the producers of fluid milk a fair return for their product that would en- 
courage the production of an adequate supply of wholesome milk for the con- 
suming public. It is a voluntary program of regulation which the producers 
must request and approve before a milk order is issued. It is a thoroughly 
democratic program, fairly and capably administered. In more than 50 of the 
leading fluid milk markets in the United States similar marketing orders have 
brought economic stability and orderly marketing. This phase of the farm 
program should be preserved at all costs. 

In some quarters the charge has been made that Federal milk orders estab- 
lished barriers to the free flow of milk. This is not so when they are properly 
understood. Subject to local health regulations, milk may move freely into 
any market under Federal regulation on the same competitive level as milk 
produced locally. Transportation costs are the barrier to the free movement of 
milk. Milk is a perishable product. Local producers who incur the expense 
of meeting the requirements prescribed for grade A milk assume the year 
around responsibility of providing an adequate supply of pure and wholesome 
milk for the local market. The investment required is large. The undertaking 
cannot be lightly assumed by farmers in the absence of some assurance of a 
stable market. 

Producers and handlers in other production areas assume no such respon- 
sibility. Their obligation is to their own primary markets. But in times of sea- 
sonal surplus, a dealer in such an area may seek an outlet for the excess over 
the needs of his primary market by dumping it in an order market, where regu- 
jated handlers are bound to pay local producers the uniform price determined 
by the order. These distant handlers are economic opportunists. They have no 
responsibility to the market they invade. They seek to exploit it temporarily. 
If permitted to do so, while local handlers are subject to regulation, they leave 
behind, when they withdraw, a weakened industry to the economic disadvantage 
of local producers. Some regulation of these incidental and frequently temporary 
supplies coming from unregulated sources, which usually are surplus areas, at ir- 
regular intervals is absolutely necessary to make effective the classified pricing 
program which the Congress specifically authorized in the act. You cannot sub- 
ject local handlers to regulation and leave the others free. To do so would be 
to return to the chaotic market conditions the orders sought to correct. Minor 
regulations which assures that the dealers of such irregular incidental surpluses 
will enter the regulated market on the same level competitively with the local 
regulated handler is neither unfair nor discriminatory. It tends to assure that 
remote surplus supplies will not undermine the economy of producers who have 
assumed the responsibility of providing needed supplies continuously and will 
preserve the classified system of pricing milk. Certain manufacturing interests 
seek to destroy the program by insisting on the right to enter such markets at 
will on terms more favorable than local handlers. These suppliers, who are 
in the market today and out tomorrow, are entirely free under existing orders 
to sell their milk in any order market at any time but they have no right to ask 
for preferred treatment over the local handler, who, together with local producers 
assumes the year-round obligation of insuring consumers of an adequate supply 
of wholesome milk. 

Such incidental regulation necessary to equalize competition is not only neces- 
sary but in the best interests of the consuming public. It effectuates the policy of 
the Congress. A stable and adequate local supply is essential to the health and 
welfare of the community. In no sense does the Federal marketing order program 
erect any barrier to the free flow of milk. 

This association respectfully urges this committee to resist this effort of the 
opponents of the market orders to sabotage a sound farm program, carefully 
administered on democratic lines, which has been thoroughly tested by years 
of experience. 

The Agricultural Marketing Agreement Act is sound in policy. It has brought 
stability and orderliness to an industry on which the day-to-day health of 
millions of people depend. It should be preserved at all costs. 
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PROPOSAL FOR CHANGES IN PROCEDURE IN MILK ORDER HEARINGS 


Proposals have been advanced from time to time during the last several years 
for changes in the procedure before Federal administrative agencies. The 
general trend of the proposals has been toward more judicial and formal types 
of procedure. Proposals for extensive changes in administrative procedure 
are currently being advanced by the Hoover Commission and its task force. 

Under these proposals administrative proceedings would be made to conform 
quite closely to the formal procedures of United States district courts. The 
same type of procedure, with minor exceptions, would apply to all the various 
types of agency actions including hearings to establish Federal milk orders, 
Although it may be practicable, and even desirable in certain fields of admin- 
istrative law to require courtroom procedures it should be recognized that such 
procedures are not adaptable to all types of hearings. In some fields such a 
hearing is not the best way of obtaining facts and getting at the truth. Federal 
milk orders are legislative in character, and the application to them of judicial 
procedures would cause harmful delays and added costs and tend to break 
down the whole program. An informal procedure, with adequate safeguards 
for the rights of all interested persons, has been developed that currently 
works very well. This type of procedure should be retained. Farmers should 
be encouraged to participate directly in maket order hearings. Hearings that 
are less formal and technical than court trials will accomplish this and be 
helpful in providing the Secretary with the information he needs for sound 
action. Current procedures have been sustained by court decisions. Any sub- 
stantial changes would encourage new attacks on what has proved to be a sound 
agricultural program. 

We submit that any attempt to make a judicial-type proceeding out of a 
Federal milk order proceeding should be examined with care. Such attempts 
by overzealous theorists who want to lump all administrative agencies together 
will surely tend to weaken and possibly defeat a successful dairy industry 
program and frustrate the policy of Congress. 


PRICE SUPPORTS 


Dairy farmers have seen their prices drop 20 percent since 1952. A good share 
of this drop was caused by the reduction in price supports from 90 percent of 
parity to 75 percent, which was made effective April 1, 1954. In part, the price 
decline was caused by the fact that even under the 90-percent program, prices 
to dairy farmers were actually less than the announced support level. Each 
time a plea is made for higher supports for the dairy industry, we are reminded 
that we can have the same treatment as the basic crops if we will accept produc- 
tion controls or marketing quotas. In this situation two important facts are 
overlooked. 

In the first place, production controls on milk and dairy products would be 
complex and difficult to administer. In the second place, even without produc- 
tion controls the difficulties involved in producing milk, including the labor prob- 
lem and health regulations that must be met, tend to hold total production within 
manageable bounds. When we had 90-percent supports, the dairy surplus never 
exceeded 8 percent of a year’s production. In 1952 and early 1953 when prices 
were over 100 percent of parity we experienced a milk shortage. The real need 
of the dairy industry is stabilized prices at levels that will not only assure an 
adequate supply of high-quality milk, but a price that will give dairy farmers the 
purchasing power equivalent to that consistent with other segments of the 
national economy. 

To accomplish this, dairy farmers cannot be satisfied with prices less than 
100 percent of parity. At the same time reason tells us that the price of milk 
cannot be supported at levels substantially higher than that of other agricul- 
tural commodities. However, the present 75 percent support level is too low 
and should be increased somewhat above the average support level of basic 
crops in order to achieve a proper balance between the dairy industry and all 
agriculture. This can be justified because of the high labor requirements in 
the production of milk on a 7-day-a-week basis, and the increase in support levels 
can be made without resulting in excess production for the same reason. 

In any consideration of support prices we also need to tie down the definition 
of parity and the parity equivalent for manufactured milk. Farmers do not bene- 
fit from increases in price when expressed as a percentage of parity, if such in- 
creases are caused by changing parity rather than changing the price of milk 
paid farmers. 


. 
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The present parity equivalent for manufactured milk, for example, has little 
meaning because it is subject to change by administrative ruling. Under the for- 
mula used by the Department of Agriculture milk prices have remained the same 
while the prices expressed as a percent of parity gets better and better. 

To sum up the parity equivalent problem, we want to point out the fact that 
under present administrative ruling dairy farmers can get less and less. This 
is because the surplus caused by the curtailment of wartime demand will ad- 
versely affect the parity equivalent price for the next 10 years—unless some 
adjustment is made to stabilize the meaning of the word as expressed in dol- 
lars and cents paid farmers. 


THE SELF-HELP PLAN 


Dairy farmers have developed a self-help plan for stabilizing their own prices. 
The self-help plan, as it is known, was worked out by the many dairy cooperatives 
which are members of the National Milk Producers Federation. We are a mem- 
ber of this federation and participated in the development of the plan. 

There are three principal reasons for our development and support of the self- 
help plan: 

1. Dairy farmers are convinced that the support level of 75 percent of parity 
is too low for the good of the industry and the Nation. At the same time, the 
Department of Agriculture has stood fast in its position that it can only support 
prices at levels that assure an adequate supply of milk. Although we do not 
agree that this is the only standard for support levels that is authorized by the 
Agricultural Act of 1949, we have been unable to do much about it. 

2. Early in 1953 when the Secretary of Agriculture last supported prices at 
90 percent of parity, he requested the industry to work out its own program for 
stabilizing prices. We believed he meant it. 

3. Most of the adverse publicity aimed at discrediting the price-support pro- 
gram, regardless of party in power, has been centered on the dairy industry. 
This has not made it easy to increase the consumption of milk and dairy products. 

Under the self-help plan dairy farmers would stabilize their own prices by 
buying otherwise unmarketable surpluses, and disposing of them at home and 
abroad without the restrictions inherent in Government operations. The costs 
would be borne by dairy farmers themselves through the payment of a stabiliza- 
tion fee collected against all milk sold in commercial channels. The program 
would be operated by a 15-man stabilization board appointed by the President 
from nominees selected by milk producers. 

A summary of the self-help plan has been developed by the National Milk Pro- 
ducers Federation which we feel may be helpful to the committee. The plan has 
been submitted to Congress as H. R. 2686 (Westland), H. R. 3400 (Bow), H. R. 
3483 (St. George), and S. 980 (Mundt). We believe that this legislation merits 
the support of this committee. We think it would aid in bringing about a perma- 
nent improvement in the economic conditions of dairy farmers, outside the influ- 
ence of partisan politics. 


IMPORT QUOTAS 


This country is committed to a high standard of living to high wage rates, and 
to an agricultural program under which the prices received by farmers are re- 
lated to the cost of the things that farmers buy. This means that the domestic 
prices of agricultural products are in many cases substantially above world price 
levels. 

As long as these conditions exist, effective import controls will be needed to 
prevent foreign production from impairing or destroying domestic industry. 
Also, some form of adjustment—-such as export subsidies—will be needed to 
permit American production to compete in world markets. Imports must be 
stepped up from the world level to the domestic level, and exports must be 
stepped down from the domestic level to the world level. 

Dairy products provide an effective illustration of this need. The support 
price for butter in New York is 58% cents per pound. This is designed to return 
to farmers only 75 percent of parity (approximately 80 percent computed under 
a new administrative formula of the Department of Agriculture). Hourly re- 
turns to dairy farmers and their families, as reported by the Department of Agri- 
culture, are down to almost 50 cents per hour. At the same time, the world price 
for butter is about 39 to 41 cents per pound. Practically no butter has been moved 
in foreign trade at Commodity Credit Corporation’s export price of 41 cents, and 
very little is moving on a bid basis at 39 cents. 
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With such a disparity in price, it is obvious that domestic agricultural pro- 
grams would be quickly destroyed if effective import controls were not provided, 
It is equally obvious that a price adjustment must be made before domestic pro- 
duction can compete in world trade. This does not mean that unfair trade prac. 
tices should be used or that our surpluses should be dumped abroad, but it does 
mean that competitive world prices should be met effectively through a two-price 
system, export subsidies, and some other form of expert price adjustment. 

It is vitally important to the dairy industry of this country that section 2° 
of the Agricultural Adjustment Act.remain unimpaired and that effective import 
controls be provided. 


SPECIAL SCHOOL MILK PROGRAM 


During the summer of 1954 one of the serious concerns to Members of Congress, 
the dairy farmers, and other segments of the dairy industry was the accumulation 
of dairy products by the Commodity Credit Corporation and sliding dairy farmer 
income. It was a situation that impelled the Congress to consider legislative 
action. It was natural that a widening of markets should be sought, and that 
Congress should look to increased consumption of fluid milk by schoolchildren 
as one of the best ways of accomplishing this end. 

We commend the Congress for its farsightedness in authoriing $50 million for 
last year and $50 million for the current year for the special school milk program. 
The success of the program already has been established, with thousands of 
schools and schoolchildren participating in the program and with substantial 
increases in milk consumption by schoolchildren during the last school year. 

The outlook for the program this year is for participation by more schools and 
more children, with greater increases in milk consumption. We urge the Congress 
to authorize, on a permanent basis, the use of Commodity Credit Corporation 
funds for this program in an amount necessary to reach the objective set by the 
Congress. 


SURPLUS DISPOSAL PROGRAMS 


We believe that the donation of dairy products from Commodity Credit Cor- 
poration’s inventory to schools, institutions, and welfare families in this country, 
and the disposition of these products to needy persons in foreign countries is one 
of the most constructive uses that can be made of these highly nutritious food 
products. The success of these programs in moving dairy products from Govern- 
ment warehouses is established by the fact that last year they were responsible 
for moving 40.4 percent of the butter, 32.1 percent of the cheese, and 41.1 percent 
of the nonfat dry milk solids in Commodity Credit Corporation’s inventory as of 
July 1, 1954, and purchased during the past fiscal year. 

Where possible this program should be intensified in order to accelerate the 
disposal of Commodity Credit Corporation’s stocks and thereby hasten the day 
when the dairy producers of this country will no longer have hanging over them 
the price depressing influence of Government-owned stocks. 

Along this line the dairy farmers of this country, represented through the 
National Milk Producers Federation, have urged the enactment of necessary 
legislation to permit the operation of a program designed to increase the con- 
sumption of foods, particularly dairy products, among low-income families. We 
urge the Congress to authorize experimental programs by the United States 
Department of Agriculture to determine the feasibility of some type of family 
milk program. It is estimated that upward of 7 million persons would be 
eligible for a program of this type. On the basis of an additional 1 quart of milk 
per week, per person, such a program could increase the consumption of fluid 
whole milk by unward of 700 million pounds annually. 


INCREASED CONSUMPTION OF MILK BY MILITARY ESTABLISHMENTS AND 
VETERANS’ ADMINISTRATION 


We commend the Congress for authorizing the use of Commodity Credit Cor- 
poration’s funds in the interest of expanding the consumption of milk in our 
military establishments and in the facilities operated by the Veterans’ Adminis 
tration. The worth of this program is immediately recognizable. A recent report 
issued by the United States Department of Agriculture indicates that from 
November 1954 through June 1955, military establishments had increased their 
milk consumption by almost 100 million pints. In addition, the Army Quarter- 
master Corps took delivery of 79 million pounds of butter, 3 million pounds of 
cheese, and 7 million pounds of nonfat dry milk solids from Commodity Credit 
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Corporation’s stocks. The Veterans’ Administration increased its consumption 
of milk between the months of March and June 1955 by almost 1.2 million pounds. 
The continuation of this program is urged upon the Congress. 


ACCELERATED BRUCELLOSIS PROGRAM 


The reports from the Agricultural Research Service of the United States 
Department of Agriculture show that under the accelerated brucellosis eradica- 
tion program authorized by the Congress excellent progress has been made toward 
the elimination of this disease among the dairy herds of this country. We urge 
the continuation of this program until such time as the threat of brucellosis has 
been wiped out. 


TAXTION OF COOPERATIVES 


Our statement would not be complete if we did not express our views on the 

subject of the taxation of cooperative associations. This is a matter of great 
importance to dairy farmers, most of whom are members of cooperative market- 
ing associations which are engaged in marketing their milk and other dairy 
products. 
By acting together through cooperative associations farmers are able to do 
for themselves many things which they could not do acting alone. For example, 
they can build and operate a dairy plant and thus process at cost the milk 
produced on their farms. Since the purpose of such associations is to operate 
at cost, they do not have income. Any savings on hand at the end of the year 
over the amount retained for estimated costs are refunded to the farmers. 

The cooperative is not a middleman placed between the farmer and his market. 
In effect, it is the farmer himself carrying his marketing operation one step 
further and selling his produce in processed form rather than in raw form. 

Cooperatives provide a yardstick for measuring processing and distribution 
costs and serve an important purpose in keeping the charges and profits of 
other processors and distributors in line. 

There are basically four kinds of competitve enterprises, the individually 
owned business, the partnership, and cooperative, and the ordinary profit-type 
corporation. All are taxed once on their savings or earnings except the cor- 
poration. Its profits are taxed twice. Competition would not be equalized by 
extending the double tax to cooperatives. It could be equalized by extending 
the double tax all the way down the line to the cooperative, the partnership, and 
the individual, or by removing it from the ordinary corporation. The latter 
is the better approach. 

A withholding tax on cooperative refunds would be impractical and unfair. 
The burden of withholding from great numbers of small accounts would make 
the tax impractical. Since patronage refunds are not net profit to the farmer 
but are a part of his gross sales proceeds, it would be unfair to withhold in 
such cases unless withholding were applied to all gross sales of commodities. 

The foregoing comments on the subjects discussed are in line with the posi- 
tion of the National Milk Producers Federation. We are members of that organ- 
ization and have participated with other dairy farmers from other parts of the 
country in discussing these problems and in developing these policies. 

The following associations of grade A milk producers in Nebraska, Iowa, and 
South Dakota, who market their milk under provisions of Federal milk market- 
ing orders, endorse the principles set forth in the foregoing statement. These 
associations represent approximately 3,000 additional grade A dairy farmers, 
which includes a majority of such producers in the States of Nebraska and 
South Dakota. 


Central Nebraska Co-op Milk Association, Grand Island, Nebr. 

Sioux City Milk Producers Cooperative Association, Sioux City, Iowa. 
Des Moines Cooperative Dairy, Des Moines, Iowa. 

Sioux Valley Cooperative Milk Poducers Association, Sioux Falls, S. Dak. 
Black Hills Cooperative Milk Producers Association, Rapid City, S. Dak. 
Aberdeen Cooperative Milk Producers Association, Aberdeen, 8S. Dak. 
Beadle County Cooperative Milk Producers Association, Huron, 8S. Dak. 
Skink County Cooperative Milk Producers Association, Redfield, 8S. Dak. 





388 INVESTIGATION OF DAIRYING, 1955 


CENTRAL NEBRASKA NON-Stock CoopeRATIVE MiiK ASSOCIATION, 
Grand Island, Nebr., October 18, 1955. 
Mr. WILLARD GRANT, 
Assistant Manager, Nebraska-Iowa Milk Producers Association. 
Omaha, Nebr. 


Dear Sir: We have studied the proposals which are to be presented to the 
House Dairy Subcommittee on Agriculture at Moorhead, Minn., and find them to 
be in line with our ideas on this subject. 

You may use the names of our organization along with the others who are 
endorsing these proposals. 

Sincerely yours, 
CrLypE BaLpWIn, Manager. 


Sroux Crry M1L_K Propucers’ CO-OPERATIVE ASSOCIATION, INC., 
Siouw City 1, Iowa, October 12, 1955. 
In re House Dairy Subcommittee. 
WILLARD J. GRANT, 
Assistant Manager, Nebraaska-Iowa Milk 
Producers Co-op Association, Omaha, Nebdr. 


DEAR Mr. GRANT: At a recent meeting our board discussed our general farm 
situation and particularly as it applies to our dairy problems. 

In consideration of remedies we have also read your report that you intend 
to make to the House Dairy Subcommittee and we want to thank you for 
taking the time to present your views to them and assure you they coincide 
very definitely with ours. 

Please convey to them that the views you express, represent our thinking 
as well. 

Sincerely yours, 
I. W. Recx, General Manager. 


Des MorINes COOPERATIVE DATRY, 
Des Moines, Iowa, October 14, 1955. 
Mr. WILLARD J. GRANT, 
Assistant Manager, Nebraska-Iowa 
Cooperative Milk Association, Omaha, Nebr. 


Dear Mr. GRANT: We, here at the Des Moines Cooperative Dairy, after a 
thorough study of the prepared statement to be submitted to the House Dairy 
Subcommittee at Moorhead, Minn., do heartily endorse the statement made 
therein. 

Please add the name of our association to those endorsing the statement. 

Very truly yours, 
Part L. Fert, President. 


Sroux VALLEY CooPERATIVE MILK Propucers ASsocrATION, INC. 
Siour Falls, 8S. Dak., October 12, 1955. 
Wrxarp J. GRANT, 
Assistant Manager, Nebraska-Iowa 
Cooperative Milk Association, Omaha, Nebr. 

Dear Mr. Grant: We have read and studied the statement that was prepared 
for presentation before the House Dairy Subcommittee for Agriculture at Moor- 
head, Minn. 

We heartily endorse the statement and are convinced that it represents the 
thinking of our members. 

Yours truly, 
Norman O. Netson, Manager. 
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Biack Hirts Mitk Propucers CO-OPERATIVE ASSOCIATION, 
Rapid City, 8. Dak., October 12, 1955. 
THE House Datry SUBCOMMITTEE ON AGRICULTURE, 
Washington, D. C. 


GENTLEMEN: We wish to inform you that we have studied the statement pre- 
pared and to be presented to your committee by the several milk-producers 
associations in connection with the hearing relative to Federal milk-marketing 
orders, and concur in the facts stated. 

Respectfully yours, 
Frep M. Herprna, Manager. 


ABERDEEN MILK PRODUCERS ASSOCIATION, 
Aberdeen, 8. Dak., October 18, 1955. 
WILLARD J. GRANT, 
Assistant Manager, Nebraska-Iowa 
Co-operative Milk Association, Omaha, Nebr. 

DEAR Mr. GRANT: We have read and studied the statement that was pre- 
pared for presentation before the House Dairy Subcommittee for Agriculture 
at Moorhead, Minn. 

We heartily endorse the statement and are convinced that it represents the 
thinking of our members. 

Sincerely, 
HOWARD FROILAND, Manager. 


SPinK County MILK Propucers ASSOCIATION, 
, Redfield, S. Dak., October 18, 1955. 
WILLARD J. GRANT, 
Assistant Manager, Nebraska-Iowa 
Co-operative Milk Association, Omaha, Nebr. 

Deak Mr. Grant: We have read and studied the statement that was pre- 
pared for presentation before the House Dairy Subcommittee for Agriculture 
at Moorhead, Minn. 

We heartily endorse the statement and are convinced that it represents the 
thinking of our members. 

Yours very truly, 
CHESTER MEYER, President. 


BEADLE COUNTY COOPERATIVE MILK PRODUCERS ASSOCIATION, INC., 
Huron, 8S. Dak., October 17, 1955. 
WILLARD J. GRANT, 
Assistant Manager, Nebraska-Iowa 
Cooperative Milk Association, Omaha, Nebr. 

DEAR Mr. GRANT: We have read and studied the statement that was pre- 
pared for presentation before the House Dairy Subcommittee for Agriculture 
at Moorhead, Minn. 

We heartily endorse the statement and are convinced that it represents the 
thinking of our members. 

Yours very truly, 
A. C. Dusro, Manager. 


Mr. Grant. Thank you, gentlemen. It has been a long time. 
The CHamman. Thank you very much for your statement. 
Mrs. Knutson. 

Mrs. Knurson. Mr. E. P. Johnson. 
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STATEMENT OF ERWIN P. JOHNSON, STATE REPRESENTATIVE, 
HAWLEY, MINN. 


Mr. Jounson. Mr, Chairman and members of the committee, my 
name is Erwin P. Johnson, and I am in the general merchandise busi- 
ness at Hawley, Minn., and also am a member of the legislature. 

I appreciate the opportunity of appearing before your committee, 
In peernae this statement, I do not pose as an expert on the complex 
problems confronting agriculture. 

The views expressed herewith, I do believe, reflect the opinions of a 
large majority of merchants and businessmen in the smaller towns and 
villages, as well as a large percentage of farmers in the area. 

Outside of the Red River Valley proper, the farms for the most part 
are considered small or family-sized farms, producing on a diversified 
basis, grains, dairy products, livestock, and poultry. 

I must say as a merchant in one of the small towns in the area, that 
the future for the small town does not look very bright. In the area in 
which I am acquainted, the large majority of our farmer customers 
have experienced sharp declines in income due to several factors. No 
doubt this is repetition to the committee. 

With less than normal crop yields for the past several years, declin- 
ing prices on production against increasing costs and overhead has 
had an adverse effect on populations, both on the farms and in the 
towns. 

Actua] distress in many instances has been averted by part-time work 
in construction, industry, and the sugar-beet processing plants in the 
larger centers of population. I believe this situation to be true in most 
areas with some exceptions, such as county-seat towns. 

I wish to make this comment with respect to the factors of in- 
creased costs : 

The full impact of recent increases in manufacturers’ and wholesale 
prices, have not as yet reached the consumer, and we are advised almost 
daily of more impending increases on finished goods. 

Price resistance at the consumer level, especially the lower income 
group, is becoming evident. Not since the depression years of the 
thirties, has the small merchant been in a tighter squeeze to show a 
profit. 

I believe the time is here, if not past, when both industry and indus- 
trial labor could well reappraise their respective positions in the 
national economy. 

The problem of the dairy farmer is no different than the remaining 
segments of the farm industry. Large capital investments are re- 
quired, whether it be dairy products, livestock, grain, or perishables, 
all are interrelated. 

In my humble opinion, and observation, your first consideration 
should be a broad soil-and-water-conservation program, providing 
for fair and equitable incentives directed toward the reintivil excess 
acres from surplus production. 

These were a part of the considerations of the Agricultural Adjust- 
ment Act of the thirties, and they in part were feasible and workable. 

That a positive and forthright attitude toward the farm problem 


will go a long ways in restoring confidence and reducing a feeling of 
frustration. 
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That the so-called sliding scale of price parity in reality does not ap- 
pear to reduce production. Income to meet the needs of overhead and 
living provide goals of production. 

With respect to dairy products in our area, a considerable movement 
into grade A milk has been underway. Grade A milk production, 
for the present, at least, provides for a more favorable price for butter- 
fat, $1.10 a pound at the plant against 83 cents for C grade milk and 
64 cents for cream. 

The 64-cent cream patron has relied on extra income by the feeding 
of skim milk to pigs and calves, and so forth. 

With the present price on hogs, that is not a very profitable opera- 
tion. The dairy industry appears to have reached some degree of 
success with projected self-help programs. With some form of food 
stamp program—instituted for welfare and institutional use—addi- 
tional increase in consumption would develop. 

I might say in that connection that at the last session of the legisla- 
ture, $300,000 was appropriated for 1955 and 1956 and $300,000 for 
1956 and 1957 for the school-lunch program, with a rider attached that 
would provide for a milk program in schools that do not have a lunch 
program. 

It has been a privilege to appear before your committee. I trust 
and pray that out of your many hours of work and consideration, some 
light may, in the end, provide the answers. 

Thank you very much for this opportunity of appearing here. 

The CHatrman. Thank you very much for your statement. 

Any questions? If not, thank you very much, sir. 

Mrs. Knutson. 

Mrs. Knutson. Mr. Lawrence Strack, of Osakis ? 

Mr. Hjalmer Tommerdahl, of Hoffman, Minn.? He may come in 
this afternoon. 

Mr. Cyril Carpenter, of Sauk Centre? 

The CHarrmMan. Mr. Carpenter, we are glad to have you with us. 


STATEMENT OF CYRIL CARPENTER, VICE PRESIDENT OF STEARNS 
COUNTY FARMERS UNION, SAUK CENTRE, MINN. 


Mr. Carpenter. Mr. Chairman and lady and gentlemen of this 
committee, my name is Cyril Carpenter. I farm a general diversified 
farm west of Sauk Centre, Minn. 

First, I would like to take this opportunity to thank you for this 
chance to be heard, and for your interest in this problem we are facing, 
a problem that has long been serious and is fast becoming tragic. 

I know that from previous testimony you have heard, and material 
available to you through various Government agencies, any statistics 
or overall picture we could present of the problem on a national scale 
would only be repetition. We also know, as do you, that with the 
type and facilities available to us we cannot even approach a solution 
to the problem; therefore we are going to present a few specific local 
conditions, and try to bring to your attention other phases of the 
problem that are the results of the economic situation. They are con- 
ditions that must be carefully considered on weighing the costs and 
results of any long-range, workable farm program, and conditions 
that have been grossly neglected previously. 
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I believe we must have a return to a high level of price supports, 
with whatever controls are necessary to make such supports practical. 
Dairy products should be included in such a program, with produc- 
tion payments to the farmers. This will help to bring some security 
to farming and an approach to parity of a standard of living. 

I believe we must continue the crop loan and conversation program 
to protect the farmer from marketing wolves, and speculation. 

I believe we need more and much better Government marketing 
supervision and regulation, particularly in the field of livestock. T his 
would protect both the consumer and the producer. It would prevent 
a hog from being sold as top 1 day but discounted a dollar per hun- 
dredweight or more because of 2 pounds variation in weight, but 
always selling as top-price pork to the consumer. 

It would also prevent 90 percent of the livestock being bought at 
seasonal low prices, while the prices paid for the few “during the 
seasonal drop in numbers is given equal weight in figuring an annual 
price for parity ratio. 

I believe we must have more and better credit available. If our 
incomes are allowed to rise to parity, our local banks can supply us 
with adequate capital, but I have been told by an official in the banking 
business that during the past 5 years, bank credit available to farmers 
has declined from ample to nil. They state this is totally due to the 
decline in value of farm inventory and the decline in the value of the 
farm as a profitable enterprise. 

One more any farm program, to be successful, must take 
into consideration the education, social, ‘and livi ing conditions of the 
people of agriculture. 

Now, I w vould like to show you a few examples that illustrate that 
the present agricultural program is wholly inadequate and getting 
constantly worse, and that flexible prices just are not working. 

First, a local creamery : In 1953 they bought 763,024 pounds of but- 
terfi at and paid the patrons $572 855; in 1954, butterfat was up to 
798,316 pounds, and the patrons "received $550,016, a loss of about 
$20,000 ; and in 1955 they bought 818,183 pounds of butterfat and the 
patrons received $533,237. 

During these 3 years the butterfat production actually went up 
about 55 “000 pounds, while the patrons received $39,618 less. 

During the same relative time, 1950 to 1955, the price of an Inter- 
national model M tractor rose from $2,485 to $3,375. The model H 
tractor rose from $1,875 to $2,860, and the Allis-Chalmers model WD 
tractor rose from $1,955 to $2,690. 

These are just a few. Many smaller parts and accessories rose 
even more. 

The egg market is a good example of what is ludicrously referred 
to as a free market controlled by supply and demand. 

You all know what happened to the price of eggs before those 
controlling the egg “racket” carried it a little too far and forced 
many farmers out of the egg business. _I call it a racket because the 
oflicials of 2 or 3 large processors completely controlled the price on 
the New York market. They manipulate this market in such a way 
that it fluctuates constantly, giving them a chance to buy low and 
sell high. 

Their suppliers are told as much as a week in advance just what the 
egg price will be on a given day. Those persons in the business with 
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enough conscience and forethought to realize the seriousness of such a 
situation admit this. 

From September 15 to November 15 of this year the price of No. 1 
eggs Vi el only 11 cents, but, during this time the price changed 2: 
times varying, from 1 to 6 cents per dozen. As for supply and = 
mand, on November 10, 1955, the New York market received 38,001 
cases and the price for No. 1 eggs was 48.5 cents per dozen, but on 
November 14, 1955, the same market received 68,153 cases, 27, 152 cases 
more, and the price rose to 51.5 cents per dozen. Some may call ita 
free market, I call it a racket. The average price paid for hogs in 
1953 was 20. 73. In 1954 it was 18.52, and so far, in 1955, it is 12.54. 

As I prepared this report practical top for hogs was $11.50, and the 
runs were the highest since war production highs. 

Fat cattle dropped from $27 in 1953 to $29. 50 in 1955. A graphic 
result of these prices and markets was shown at the annual meeting of 
one of our local oil companies the other evening. 

Last year at the end of their fiscal year their accounts receivable 
amounted to $5,000. This year for the same calendar year their ac- 
counts receivable are $14,000. The company’s volume has increased 
only about 25 percent while their credit to their patrons has increased 
nearly 6 times as much. Remember, the products of an oil company 
are not luxuries. 

Now, ladies and gentlemen, we would like to have you consider the 
stigma ‘that has been placed upon the people of agriculture as a result 
of their economic standing. You are part of a “Government that is 
supposed to be based on democracy and equal rights, but you are well 
aware of the discrimination in our society. We submit to you that 
the people of agriculture are the victims of the cheapest and cruelest 
kind of discrimination, When the public refers to one of their midst 
with unjustified discredit or disrespect, if he is colored, he becomes a 
Nigger or a Chink. If he is of foreign birth he becomes a Dago or a 
wop ora Kraut. But if his appearance denotes an impoverished con- 
dition, or his bearing suggests that he has not had access to some of 
the facilities established for education and upbringing, or even if his 
physical stature is warped from toil or the elements, he becomes a dumb 
farmer. If you think this statement is improper or unfair, let me ask 
you this question, and you answer it according to the dictates of your 
own conscience. 

If you had a son who liked farming as a way of life, or a daughter 
who wanted to marry a farmer, would you encourage it? If not, 
why? The experts tell us that the farm is the ideal place to rear a 
family, and the farmer has proven himself to be ambitious and hard 
working. 

Statistics prove their moral standards are the highest and their 
contribution to crime the lowest. They area neighborly and religious 
people, 

There is only one answer—they have no chance economically. 

No, ladies and gentlemen, we are not colored or of foreign birth, 
nevertheless our title as “Farmer” is tainted. It is tainted with the 
unsavory treatment it has received in the past from a Government 
that is supposed to administer to all with equality. 

The next time you are considering a farm program, and you are 
told that the cost.is prohibitive, please remember this: Whether the 

69970—56——26 
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cost be $850 million or whatever the figure, this is placing a dollar 
price tag on the degradation of a segment of the American people. 
I thank you. 
The Cuarrman. We thank you very much for your statement. 
Mrs. Knutson. Mr. Frank Yanda, Jr., of Alexandria, Minn. 


STATEMENT OF FRANK YANDA, JR., ALEXANDRIA, MINN., ON 
BEHALF OF DOUGLAS COUNTY FARMERS UNION 


Mr. Yanpa. My name is Frank Yanda, Alexandria, Minn. 

When I asked Mrs. Knutson for time for testimony I stated that I 
was talking on behalf of our county organization, and this is what 
they have chosen, and this is what they have. 

The Cuarmman. Speaking for what organization ? 

Mr. Yanpa. The Douglas County Farmers’ Union Organization. 
So it says to the House Committee on Dairying: 

We wish to present this testimony on the dairy situation in our 
area, on behalf of the nearly 500 members of the Douglas County 
Farmers Union. 

One of the major sources of income on Douglas County farms is 
dairying. Since we have heavy investments in dairy cattle and equip- 
ment, it is not feasible to change the nature of our operations. 

We have suffered a severe loss in income from the time Secretary 
Benson lowered price supports on dairy products to 75 percent of 
parity. This loss, together with lower prices for milk products, eggs, 
and poultry, and grain, has made our financial status precarious, to 
say the least. 

We wish to present some facts and figures on this loss in dairy 
income in our particular area. 

We have used for comparison purposes the income which patrons 
of various creameries received for whole milk in the month of March 
1954, the last month under 90 percent support prices, and March 
1955, 1 year later, under 75 percent of parity. 

In March 1954, the sum of $90,404.25 was paid for whole milk to 
the patrons of the Alexandria Creamery. One year later, $77,950.71 
was paid to these patrons, in March 1955. These patrons lost $12,- 
453.54 in income in the 1 month. 

It is plain to see that this loss was felt quite severely by the farmers 
and their families first, and by the merchants with whom they do 
business, also. 

The creamery at Brandon paid to its patrons for whole milk 
$38,439 in March 1954, and 1 year later, in March 1955, $29,537, or a 
loss of $8,902 in that month. 

A comparison of figures in the month of March 1954 and March 
1955, shows that the 112 patrons of Rose City Creamery suffered a 
loss of $6,000, or $53 per patron per month. 

It is plain that we who have suffered these financial losses must 
do something to bring up our income in an effort to keep up with 
our ever-increasing cost of production. Therefore, many of us have 
been forced to increase the number of dairy cows per herd. 

For example: Howard Fletcher, Alexandria Route 1, has increased 
from 8 cows to 14 cows; John Pomerenke, Eagle Bend, Route 2, has 
increased from 16 cows to 29 cows; Art Henneman, Evansville, has 
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increased from 18 cows to 33 cows; Henry Jantzen, Parkers Prairie 
has increased from 17 cows to 25 cows; Clifford Flooding, Alexandria, 
Route 1, from 6 cows to 14 cows; Herb Hausemann, Kensington, 16 
cows to 22 cows; Robert Henning, Parkers Prairie, has increased from 
20 cows to 26 cows. This list could go on indefinitely. We have 
taken names of few farmers from a cross-section of Douglas County. 

It is plain to see that if this trend of increasing the numbers in dairy 
herds continues, the dairy-surplus situation will get entirely out of 
hand. 

The self-help program, which is so highly recommended by the 
present Secretary of Agriculture, has been of no help in raising prices 
paid to dairy producers. 

The American Dairy Association has collected one-half cent per 
pound of butterfat delivered by the producer to be spent for advertis- 
ing purposes. We feel we have gained little from these contributions, 
while the processors have reaped the benefits. 

We recommend, as a remedy to the dairy situation, that production 
payments of 100 percent of parity be paid directly to the producer. 

We further recommend that these payments be limited to farmers 
whose gross annual income is under $25,000. 

We feel that these suggestions presented here will be favorable to 
the majority of dairy farmers, if a dairy referendum were possible. 

The CoarrmMan. Thank you very much, sir. 

Any questions? 

Ladies and gentlemen, I see in the audience here a very distin- 
guished citizen, the Honorable Herschel Lashkowitz, mayor of Fargo, 
N. Dak. 


We are very delighted to have you with us, Mr. Mayor. If you 
desire to say something, I am sure the committee will be glad to hear 
you. 


STATEMENT OF HON. HERSCHEL LASHKOWITZ, MAYOR OF THE 
CITY OF FARGO, N. DAK. 


Mayor Lasnxowrrz. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, ladies and gentlemen, 
first permit me to state that I deem it a real privilege and honor to 
have this body of distinguished Members of Congress here in our 
area, and I can assure you that we are appreciative, today, of the 
great pains that you have gone to to come here and hear these citizens 
of this area present their grievances. 

I might state that I feel personally privileged to have had the oppor- 
tunity last night to have visited with several members of the com- 
mittee, and, in the course of our discussions relative to the issues of 
the day, found the lady and these gentlemen to be understanding, 
intelligent, and sympathetic, and I am certain we can look to you 
for relief. 

I might state that, while I have no prepared statement, I do not 
believe a prepared statement is necessary, because those of us who 
live in this area are certainly conversant with the economic conditions 
that prevail here. 
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Now, just this very morning, the Department of Agriculture re- 
leased—and it was broadcast nationally—that there was a 10 percent 
decline in net income to the famers of this country. 

Well, this is an agricultural community and needless to say we 
are very much disturbed. 

Now, while the city of Fargo happens to be the largest city in the 
State of North Dakota, ladies and gentlemen, we are an agricultural 
community, and we are very much, shall we say, one people. We do 
not consider ourselves rural or urban, but as an economically inter- 
dependent sort of community. 

I might state that it has been disturbing to notice the increase in 
bankruptcies, foreclosures, garnishments, and general poverty and 
personal distress. 

I think that we must look to you, ladies and gentlemen of Con- 
gress, for relief, in this situation. 

I do not believe that those who advocate the so-called free market 
are cognizant of the human distress, because the so-called free market, 
even by its sincere advocates, we must admit—is it a really free 
market ? 

There is speculation, and we cannot deny that, and we know that 
in a complex economy, such as ours, supply and demand cannot be 
permitted to act freely one on another. So that, the Government, as 
referee and protector of the people must step into this breach and 
afford us the necessary relief. I do not believe that the people in this 
area ask for anything more than an opportunity to produce and to 
serve the people. 

Now it is, I believe, the thinking of the overwhelming majority of 
the people in this area, irrespective of their political party affilia- 
tion, that a very minimum of 90 percent parity support prices must 
be restored if the farmers of this area are not to be continuing vic- 
tims of the price-cost squeeze that is so evident in this area. 

Allow me to state, in conclusion, ladies and gentlemen, that we are 
one people out here, and the conditions are distressing. We are not 
looking for villians or scapegoats or anything of the sort; not at all. 
We are looking for an answer to these problems. 

Now those who may advocate the so-called free market, I believe, 
kind of got lost back in the days of McKinley. The free market does 
not exist as it existed in those days. 

So I state, I believe it is the thinking of the people in this area, ir- 
respective of political affiliation, that we look to you, ladies and gen- 
tlemen of Congress, to restore these price supports, and to continue 
your other efforts on behalf of the other farmers, the workers and the 
businessmen, and the housewife and the rest of the people, in this afea. 

I want to thank you, and also hope that your stay in our commu- 
nity and area is an enjoyable one. 

The Cuarrman. Thank you very much, Mr. Mayor. We are very 
glad to have you with us. 

I might say, before we call the next witness, that our committee 
has been broken up into 16 subcommittees, and I think just about 
every member of the 37-man committee has been working faithfully 
during the entire recess of the Congress. 

As pointed out by Mrs. Knutson when we started this meeting, most 
of the Members of Congress would like every much to be at home with 
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their own friends and loved ones, but they have gone out over the coun- 
try in an effort to obtain information which might be beneficial to us in 
our effort to be of help to agriculture, and to the people generally of 
our country. 

Mrs. Knutson, will you call the next witness, please ? 

(Mr. Abernethy entered the room at this point. ) 

Mrs. Knutson. Friends, I would like to present the chairman of our 
Dairy Subcommittee, who is Mr. Thomas Abernethy, of Mississippi. 
Tom, will you take a bow ? 

Mr. Apernetuy. Thank you. 

Mrs. Knutson. I hope your cold is better. 

Mr. Anernetuy. It isa little better. 

Mrs. Knutson. Is Mr. Lawrence Sherman here now ? 

The Auprence. He will be here after lunch. 

Mrs. Knutson. May I call on Edwin Christianson, president of the 
Minnesota Farmers’ Union ? 


STATEMENT OF EDWIN CHRISTIANSON, PRESIDENT, MINNESOTA 
FARMERS UNION 


Mr. Curtistranson. Mr. Chairman and members of the committee, 
for the record, my name is Edwin Christianson, and I am president 
of the Minnesota Farmers Union. 

The Minnesota Farmers Union is the largest general farm organi- 
zation in Minnesota, having 35,011 dues-paying members, or, in other 
words, having 35,011 farm families in our membership. 

On Wednesday of this week we concluded the annual State conven- 


tion of the Minnesota Farmers Union, and I wish to discuss with you 
some of the recommendations taken by the delegates regarding sup- 
port measures on perishable farm products, and particularly on dairy 
products. The entire section on perishable products is attached to this 
statement as exhibit 6. 

(The exhibit referred to follows :) 


Exutisit 6—MINNESOTA FARMERS UNION RESOLUTIONS 


PERISHABLES 


The Farmers Union has long recognized the need for price protection for 
perishables. A minimum of 90 percent of parity returns should be established 
for dairy products, eggs, and poultry, meat animals, and other perishable farm 
products. This will tend to balance grain and livestock production. 


(a) Mandatory support 


Congress should direct the Secretary of Agriculture to use any practical method 
or combination of methods to assure the farmer not less than 90 percent of parity 
on the perishables. Congress should direct the Secretary to use production pay- 
ments direct to farmers, direct purchase programs in order to achieve the above 
aim. Adequate funds must be appropriated by the Congress to carry this out. 


(b) Section 32 programs 


The Department of Agriculture should make use of all available funds each 
year which are authorized under the section 32 programs. The funds should 
be used either through direct payments or surplus removal to strengthen and 
stabilize markets on farm products. Such measures can help remedy temporary 
seasonal or regional surpluses. If surplus removal purchases are made, legal 
steps should be taken to see that the benefit of the operations are passed on in 
full to the farm producer and are not allowed to become a windfall profit to the 
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processor. Direct payments would be the preferable method for use of the 
section 32 funds. 


(c) Encourage consumption 

1.-The Government should encourage broader distribution and consumption 
of perishables and should use the food-stamp plan or other measures to supple- 
ment the diet of low-income families and persons on old-age assistance. 

2. We urge farmers to cooperate in the ADA program and in other adver- 
tising programs to increase the consumption of perishable foods. 

3. We recommend that milk solids be used to enrich white flour. 
(d) Eggs and poultry 

The Government should maintain either a direct support program or a surplus 
removal program to prevent ruinous prices in the egg or poultry markets. A 
surplus removal program, if properly timed would prevent serious disturbances 
in the market. 


(e) Dairy products 

1. Mandatory support.—Price levels in the milk market order areas should 
be at such a level at will assure the farmer a full parity return, based on a real- 
istic parity for fluid milk. Milk sold by producers not marketing their milk on 
the Federal order markets should be supported through production payments 
on the whole milk, to assure the dairyman returns equal to full parity. 

2. Authority for purchases.—While support for dairy prices should be carried 
out either through milk marketing orders or through production payment, the 
authority of the Secretary to make direct purchases and to dispose of these dairy 
products to school lunch or welfare programs should be continued. 

3. Equal treatment for all dairymen.—Unwise administration of the Federal 
milk marketing orders is presently giving the producer in the market order areas 
an unfair advantage over the producers outside these areas. As a result, pro- 
duction is being shifted into the high-cost eastern areas at the expense of the 
Midwest. The remedy is to provide the producer of milk for manufacturing milk 
with price protection on a comparable basis. Much of the disparity could be 
remedied by the adoption of support system on whole milk at 100 percent of 
parity, through a production payment system. We protest the discriminatory 
policy of the Secretary of Agriculture in maintaining a system of minimum price 
fixing for the market order dairyman and a system of price flexing for the other 
dairymen. Dairymen should all work together for price protection for all. 

4. Balanced production.—If surpluses develop in spite of measures to encourage 
consumption, to assure more adequate school-lunch programs and better diets 
for the aged people or those in institutions, and in spite of limits on imports, 
then measures should be taken to avoid production of unneeded supplies. Dairy- 
men should not be pressured by low prices into producing milk for which there 
is no reasonable need. When marketing quotas are in effect, the support rate 
should be increased by a sufficient margin to maintain the take-home pay of the 
dairyman. 

5. Dairy imitations.—We favor laws to strictly regulate the so-called filled- 
milk products and other dairy substitutes. Such laws should prevent substitutes 
from being colored to appear like the natural dairy product and should also 
prevent imitations from being advertised under names which are the same or 
similar to those traditionally belonging to the dairy products. We recommend 
retention of the present State oleomargarine tax. 

6. Family-size dairy farms.—While we wholeheartedly approve such sanitation 
practices and other regulations as will produce sanitary, quality milk products, 
many of the requirements are arbitrary and impractical. They do not contribute 
any benefit, but result in an unnecessary and heavy expenditure for the small 
farmer and make it difficult for him to continue in business. Sanitation regula- 
tions, bulk tank systems, or other measures should not be allowed to force the 
small dairyman out of production. We recommend that the State legislature 
direct a study be made of State, local, and market regulations to insure that 
sanitation is promoted without penalizing the family-size dairy operator. We 
recommend, to determine grade, that all milk be tested at the platform or point 
of receiving. 

7. Vending machines.—We urge the dairy industry to avail itself of opportu- 
nities to promote milk consumption, such as through installing milk-vending 
machines similar to soft-drink dispensers in schools, public buildings, and plants. 
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Mr. Curist1aAnson. There are several main points in the convention 
recommendations : 

1. Price levels in the milk market order areas should be at such a 
level as will assure the farmer a full parity return, based on a realis- 
tic parity for fluid milk. 

This recognizes the fact that the parity calculation for all milk, 
wholesale, may not necessarily represent the cost of production in 
many areas of the country. It also recognizes that in many areas, 
even under the milk marketing orders, the price to the farmer is only 
about 75 percent of parity. Unrealistic prices in the milkshed areas 
cause farmers in those areas to increase production with the result 
that the surplus production goes into manufactured dairy products. 

2. Milk sold by producers not marketing on the Federal order 
markets should be supported through production payments on the 
whole milk, to assure the dairyman returns equal to full parity. 

This recommendation contemplates that the major support effort 
should be applied to the whole milk rather than to manufactured 
products. Thus the farmers’ price will be protected but the processor 
will have some flexibility in a choice of what products to manufacture. 
At the present time, his only practical choice is to make the products 
which are being bought by the Government. 

3. The authority of the Department of Agriculture to make direct 
purchases of butter, cheese, and dry milk should be continued on a 
discretionary basis, and the authority to dispose of these products to 
school lunch of welfare programs should be continued. 

As you will note from the above, the solution recommended above 
does not suggest that anything is to be accomplished by tearing down 
one kind of dairy producer to help another. 

Dairymen in the market. order areas should have a fair price. 
Dairymen in other areas are entitled to equal protection and this does 
not suggest necessarily that there should be a nationwide milk market- 
ing order. We suggest rather that the simplest remedy is to support 
the whole milk price of producers selling milk outside the Federal 
order markets. 

The support for the producers outside the Federal order markets, 
should be through production payments at full parity. This support, 
however, should not be available to anyone who sells on the Federal 
order markets. 

Thus each group will have a distinct and effective type of price 
protection. At the present time, the producers in the Federal order 
markets not only have the necessary lomattn of fixed prices in their 
own restricted markets, but also have the benefit of the same support 
as any other dairy producer under the purchase program on manufac- 
tured dairy products. 

As a result, as I pointed out in some detail in your subcommittee at 
the June 3 hearing, there is a substantial shift of dairy production 
from the lower cost Midwest areas to the higher cost eastern areas. 

There has been a widespread attempt in the past several months to 
create the impression that the 75 percent dairy support program is 
finally beginning to solve the dairy problem. 

Typical of these attempts was the reference made by Assistant Sec- 
retary of Agriculture, Earl Butz, at Plowville, not very many miles 
from here, just 2 months ago. 
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An extract from the prepared text of his speech pertaining to 
dairy problems is attached as exhibit 7. 
(Exhibit 7 referred to follows :) 


EXHIBIT 7—ExTRACT FROM PREPARED TEXT OF ADDRESS BY ASSISTANT SeEcre- 
TARY OF AGRICULTURE, EarL L. Butz, AT PLOWVILLE, MINN., SEPTEMBER 17, 
1955 
It seems to me that in the case of dairy products—so important in Minnesota’s 

farm economy—there is solid evidence that flexible supports will work. 

The American dairy industry, during the past year, has been teaching a great 
and fundamental lesson in farm economics. It has demonstrated that effective 
pricing and aggressive merchandising, working together, can move dairy prod- 
ucts into human stomachs rather than into Government warehouses. 

As you know, a little more than a year ago, the dairy industry was faced with 
frightening surpluses, Government stocks of butter, cheese, and powdered milk 
were increasing at alarming rates. This occurred under the price stimulus of 
90 percent of parity supports. Production increased rapidly while per capita 
consumption of nearly all dairy products decreased. Something had to be done. 

The Department of Agriculture, recognizing the seriousness of the situation, 
adjusted dairy supports to 75 percent of parity. About the same time the na- 
tional dairy organizations, various State associations, and dairy-marketing con- 
cerns greatly intensified their advertising and sales-promotion activities. 

The result has been gratifying indeed. Total milk production has leveled off. 
Consumption of nearly all dairy products is up, both on a per capita basis and in 
total. Government purchases of dairy products are down sharply from a year 
earlier. Government stocks of dairy products have been reduced markedly. 
And to top things off, prices received by producers in recent months are above 
those of a year ago, even though price supports have been lowered. 

What is happening in the dairy industry is a living demonstration that a flex- 
ible price-support program, judiciously handled, can turn a great farm enterprise 
off the road toward financial ruin and down the road to economic stability with 
increasing sales in regular commercial markets. 

The lesson in sound farm economics the dairy industry is writing should be 
watched closely by other sectors of the American farm economy. 


Mr. Curistranson. As you will note, he says that production has 
leveled off, consumption is up, Government purchases are down, Gov- 
ernment stocks have been reduced markedly, and prices received by 
producers are more favorable. 

If this were entirely correct, the rosy optimism of the administra- 
tion would be justified. 

Let us look at the facts, however : 

Milk production in 1955 will set a new record in excess of 124 billion 
pounds. All indications are of an upturn in 1956. 

The increase in production in the fall months was made despite 
poor pasture conditions in many areas of the Midwest. Instead, there 
was heavier grain feeding. 

Milk production per cow set an all-time record as of October 1, a 
figure 12 percent above the average. 

“In the National Food Situation Outlook Report for 1956, published 
on November 7, the Agricultural Marketing Service of the United 
States Department of Agri iculture predicts that in 1956 farm produc- 
tion of milk probably will show a significant increase over the 124 
billion likely to be produced this year. Feed will be lower priced, in 
larger supply, and distributed better by regions than in the past few 
years. 

Among the long-term factors which will also exert an upward 
tendency on milk production next year are: Gradual improvement 
in quality of cows, better roughages, and generally more specializa- 
tion in milk production. 
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I would call your attention to exhibit No. 1, which shows the con- 
sumption picture. 

The strongest estimate is that dairy product consumption may be 
700 pounds per capita, in 1955, a gain of 1 pound, or about one-seventh 
of 1 percent. 

Exhibit No. 1 will show further statistics in that regard. 

The food situation outlook report expects that 1956 consumption 
will be about the same per capita rate as in 1955; therefore, we can see 
it will still remain well below the pre-Benson average. 

Mr. Curistranson. Exhibit No. 2 shows the decrease in Govern- 
ment purchases of butter and cheese for the period from April through 
July of 1955, as compared with 1954. 

It shows a decrease during that period. While the rate of Govern- 
ment purchases has declined, commercial stocks have shown a strong 
upturn. The food situation outlook report speaks of total dairy 
stocks on October 1 being “somewhat lower than a year ago” and 
holdings by the Department of Agriculture “somewhat smaller than 
a year ago.” 

Stocks held by the trade as up substantially frum a year earlier. 

It is very likely that when figures become available, that the total 
cheese stocks at the present time constitute an all-time high record. 

There is little doubt that except for the unparalJeled giveaway of 
dairy products under section 416 authority, we would have record 
Government stocks of both butter and cheese today. 

(Exhibits Nos. 1 and 2 follow :) 


UxHiBIT No.1. Consumption of dairy products, per capita 


Pounds 

per-capita 
Average for 1950-52 ; 710 
Ma A AAD eee nesta eaictitite 399 
1955 estimated 


Exuinir 2.—Comparison of Government purchases, commercial stocks 


{In million pounds] 


Government purchases April | Comparison of commercial 
through July stocks, as of July 31 


1955 Increase 


] ] 
} | 

Decrease 1954 1955 | 
| 


Butter 5 108 | 42 | 58 | 116 | 58 
| 





68 213 | 314 | 101 


| 


Mr. Curistranson. Exhibit 3 shows the figures up to September 15. 

The giveaway is continuing and there is little doubt that the butter 
surplus can be cut down to any sizable figure by next spring. 
_ Exhibit 4 compares the prices received by farmers for manufactur- 
ing milk. 

For the first 8 months of this year the prices averaged $3.10 per 
hundredweight, exactly $1 per hundredweight less than the average 
price received in 1952. 
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(Exhibits Nos. 3 and 4 are as follows :) 


ExHIBIT 3.—Giveaway of butter and cheese under sec, 416 authority 


[In million pounds] 


Under 90-percent 


supports Under 75-percent supports 





| 

| Marketing | Marketing | 5 months 
Calendar | year April | year April | April 1955 | Month of 
year 1953 | 1953 to 1954 to | to Septem-| June 1955 

March 1954/March 1955] ber 1955 


Butter 28 45.8 226. 2 133. 5 
Bis vceecnsaveerdieeniants epnanlganianiiial 14 22. 1 158. 6 103.3 


Exuuisit 4.—Prices received by farmers for manufacturing milk 





1952 1953 1954 | 1955 to date 


National average price received by farmers per hun- 
dredweight $4. 10 $3. 54 $3. 20 | $3.10 





Mr. Jonson. Is that a Minnesota figure or the national figure? 

Mr. Curistranson. That is the national figure. 

Exhibit 5 shows the production costs and returns of dairy farmers in 
western Wisconsin, an area which would be somewhat danlay to south- 
ern and central Minnesota. 

(Exhibit No. 5 is as follows:) 


Exuisit 5.—Dairy farms, western Wisconsin, production, costs and returns, 
1952, 1954 


1952 


Land in farm 139.0 
Cropland harvested | aN 60.0 
Livestock on farm, Jan. 1: 
All cattle ‘ 25.1 
Cows and heifers, 2 years old and over_.__......-...------- accep | 15.8 
Chickens 102.0 
Horses and mules 1.2 
Pigs raised 14. 1 
Total labor used eat 4, 170 


Operator and family . 3, = 
4 


ee er I Bods Sill ninnccntiiticonusepdiiececncnssceeetennnns | $24,330. 00 


Land and buildings 11, 910. 00 
Machinery and equipment 4, 260. 00 
RAVORIER init int ncn s bbe bali aiibete otek. cee ede Se tad ck a 6, 430. 00 
Crops for sale, feed and seed. 1, 730. 00 


Total cash receipts 6, 558, 00 


129. 00 
Cattle and calves 1, 139. 00 
569. 00 
Dairy products 4, 040. 00 
Poultry and eggs 575. 00 
Other, including Government payments 106. 00 
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Exureit 5.—Dairy farms, western Wisconsin, production, costs and returns, 
1952, 1954—Continued 








Total cash expenditures : $3, 921. 00 


Feed purchased : | 777. 00 
Livestock purchased : 5. 37.00 
i, SE ee eS ae aes eee ee 55.00 | 171. 00 
Fertilizer and lime 

CR es ertdnidunncsAasorcsupanscacessase 
Machinery 

Farm buildings and fences 

Labor hired 


Net cash farm income 

Value of perquisites 

Change in inventory: 
Crops and livestock 
Machinery and buildings 


Net farm income 


Charge for capital 
Return to operator and family labor 





Purchasing power in 1937-41 
Return per hour in current 





Mr. Curist1anson. And I wish to turn to exhibit 5 again. There 
is one figure that I would like to call to your attention there. 
That is at the bottom of the page, where it shows the return to 
operator and a labor. 
1e 


The returns in the current year, the return per hour in this section 
of Wisconsin was 66 cents an hour. 

In 1954, 36 cents an hour. That is a drop in return to that farmer 
of 30 cents an hour. 

Mr. Anpresen. Are those Department figures, Mr. Christianson ? 

Mr. Curist1anson. They are Dipatenent figures. 

There seems to be no doubt from the examination of the facts, that 
the flexible support system has solved nothing at all and that it has 
left the farmers’ prices at a depressed level. 

The CuarrmMan. May I interrupt you? 

How do you reconcile the figure you gave us with Mr. Butz’s state- 
ment that the farmer was receiving prices more favorable? 

Mr. Curistranson. You can’t reconcile it, as the farmers are not 
receiving prices more favorable, as the record will show. 

The CHarrman. You obtained these figures from the Department of 
Agriculture ? 

Mr. CurisTIAnson. Yes, sir. 

The Cuarrman. Do you think they were available to Mr. Butz? 

Mr. Curtst1anson. I am sure they were. 

‘The Cuarrman. All right, sir. 

Mr. Curistianson. The question might arise whether farmers 
would be better off to continue with a 75 percent parity support pro- 
gram rather than go a 100 percent of parity program which would 
provide the opportunity for farmers to invoke marketing controls, if 
production was in excess of market demands to an unreasonable 
degree. 





404 INVESTIGATION OF DAIRYING, 1955 


As in the case of marketing quotas on wheat or other commodities, 
rejection of the marketing quotas would mean that the support level 
would drop to 50 percent of parity. 

First of all it should be ion that 75 percent of parity is a disaster- 
price level and that dairymen cannot operate on it for an indefinite 
period of time. 

Second, it should be remembered that our milk surplus in recent 
years has amounted to only about 6 percent more than the market 
demands. 

Therefore, the choice in a marketing quota referendum would be 
whether the farmer preferred to produce and sell all he wished at 50 
percent of parity or whether he would prefer to produce and sel] 
about 94 percent of his normal production and sell it at 100 percent of 
parity. 

The assumption that farmers could remain—and this is the assump- 
tion that has been brought out through the press occasionally—with 
a 75 percent support program, indefinitely, without controls, is an 
incorrect one. 

At the present rate of increase in milk production, without any 
substantial gain in consumption, it is only a question of time before 
some production control would be necessary, in any event. 

Under the price support law, on the basic crops, controls are exactly 
the same, whether rigid supports or flexible supports are in operation. 

In fact, experience tends to show that controls are more severe 
under the flexible support system. 

This year we have been hearing the admission from the proponents 
of flexible supports that their system will not work without the en- 
forcement of cross compliance. In other words, we are faced with 
the possibility of the most severe production limitation in the history 
of the Nation and this would come under flexible supports. 

A better answer is needed, and most Minnesota dairymen feel that 
a system of production payments should be adopted. 

The results of a poll which we conducted through the farmer-owned 
creameries of the State showed that the average dairyman is in full 
agreement with the Farmers Union position in favor of use of the 
payment-plan rather than a continuation of the purchase and storage 
system, or any other plan. 

We asked several questions in our poll, seeking to get the production 
and price trends as well as to learn the preference of farmers on types 
of support programs, and their attitude toward marketing quotas on 
milk. 

Returns so far from 83 counties of the 87 counties show that farmers 
who made the decision a year or two ago to stay in dairying have 
since expanded production. 

In 1953, the average farmer, replying in this poll, had a herd of 
13.8 cows. In 1954, he increased the herd to 14.6 and in 1955 to 14.7 
COWS. 

Fifty-three percent of those replying say they will keep production 
about the same in 1956; 41 percent say they will increase production, 
3 percent say they will decrease production, and 3 percent say they 
intend to sell out their herds. 

Asked what effect the Benson cuts of 5 percent in the parity value 
of manufacturing milk and 15 percent in the support rate have had, 
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8.5 percent said their cuts were reflected to some extent in their milk 
or cream checks. Only 1.5 percent said they had felt no drop in 
income. 

The average loss per month in gross income was $50 per month. 

The question on price support preferences resulted as follows: 
Present Benson program was favored by 1.6 percent; production 
payments 90 to 100 percent with production controls, which were in 
the question, were favored by 95.5 percent; self-help plan favored 
by 1.6 percent; and no supports at all were favored by 1.3 percent. 

On the question of whether farmers would limit production in re- 
turn for a firm price support, 80 percent declared they were willing 
to do so, provided the matter was submitted to approval by a ref- 
erendum of producers. 

Of the 20 percent who opposed marketing quotas, some qualified 
their answers by saying that their herds were too small to permit 
any cut. 

In my opinion, the poll is extremely significant because it shows 
that only a very few persons are taken in by the Benson propaganda 
that the dairy situation has righted itself. 

Adoption of a production payment system of supports at 100 per- 
cent of parity would add between 80 cents and $1 per hundredweight 
tothe paying price now being made to farmers by the average creamery 
in the State. This would be a gain of almost one-third in the price 
received. 

A production payment system at 90 percent would mean a gain of 
about 20 percent in the price received by the farmer. Farmers cannot 
maintain a successful dairy operation at present price levels. 


In my State of Minnesota, farmers receive 20 percent of their gross 
cash income from the sale of dairy products. 

Dairying is of relatively greater importance in Minnesota than in 
many other States. However, this does not mean that other States 
ure not affected by the dairy situation. About one-seventh of all the 
cross farm income in the Nation comes from sale of dairy products. 

Dairy animals take tp an important part of the feed production of 


the Nation’s farms. About one-fourth of the grain production, and 
the production from some 25 million acres of hay and pastureland 
are consumed by dairy cows. 

If there is any large-scale movement of farmers out of dairying, 
and widespread bankruptcies are unavoidable if the Benson program 
continues, the rest of the farm economy will be affected. 

When you consider that the average dairy cow consumes the grain 
production from almost an acre and a half of land, the hay production 
from 2 acres of land, and the silage and roughage production from 
about two-fifths of an acre of land, you can see that this dairy animal 
is very important in the farm economy. 

Each cow takes up the production from 31% to 4 acres of land. 

Reduce the cow population by 2 million head and you will remove 
the market for 8 million acres of land. 

Anyone can see how this would add still more trouble on top of our 
present problem of diverting acres out of production of the basic 
crains, 

It is certainly of interest to the grain farmer and the bean producer 
to have the dairy industry kept on a sound basis. 
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What are the alternatives which we have today in the way of price- 
support measures ¢ 

1. Wecan continue with the present Benson program. 

2. We can even go further yielding to Secretary Benson’s desire for 
more flexibility and drop supports to 70 percent, 60 percent, or drop 
them altogether. 

3. We can return to 90 percent of parity under a purchase and stor- 
age program, but this would be safe only if administered in sympathy 
with the purpose of price supports. ’ 

4. Wecan adopt a self-help plan, which might better be called a self- 
regimentation plan, but the prospects, according to the Department of 
Agriculture, are that the return to the farmer at any given level of 
support would be lower than under the present system of supports. 

5. Wecould goto milk-marketing wae on a regional or nationwide 
basis, putting a floor under all milk prices. 

6. We could adopt a program of price supports at 100 percent of 
parity through production payments to the farmer. This plan would 
have the advantages of avoiding having Government purchases and 
storage, would assure the lowest practicable price for the consumer, 
and would assure the full benefit of the intended support to the farmer. 
Such a bill should have provisions under which farmers can invoke 
marketing quotas by a two-thirds vote in a national referendum. 

As between these several alternatives, I frankly believe that our even- 
tual choice is going to be between production payments, or no support 
program at all. 

The Cuarrman. Thank you for your statement, sir. 

Mr. AnpreseNn. May I ask a question ? 

The Cuarrman. Mr. Andresen. 

Mr. Anpresen. Mr. Christianson, have you made any estimates as 
to the amount of money that it would cost to operate this payment 
program ? 

Mr. Curistranson. No; there has been no estimates made, that I 
would want to quote for the record, on the cost of the production- 
payment plan, but it is our assumption that the production-payment 
plan for the dairy producer, if the school-lunch program was kept in- 
tact, if the Secretary still used the authority that he has for getting 
into the market during the peak of production and using the same 
facilities and using the same provisions that he has now, and the 
authority to purchase products during any season of the year, that 
the production-payment program would cost by far less than the 
—_ system of storing these commodities and trying to find a mar- 

et for them. 

Mr. Anpresen. Of course, it is mandatory for him now to take 
butter and cheese whenever it is offered to him. 

Mr. CuristTIAnsENn. That is correct. 

Mr. AnpreseNn. So there is no discretion on his part in that respect! 

Mr. Curist1anson. That he has the discretion to go into the mar- 
ket and buy or use these products for school lunches, and for any 
of these welfare measures that he wishes. 

Mr. Anpresen. I am not so sure about that. But when the demand 
comes from the school-district areas for these commodities, they are 
able to get them. 
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Mr. Curist1anson. He has the authority to use funds for that 
purpose. ‘ co 

Mr. AnDRESEN. Yes, and he is using funds for that purpose. 

Mr. CurIsTIANsEN. Yes, and I suggest that that be also maintained, 
even under a production-payment system. 

Mr. AnpREsEN. Of course, the school-lunch program and purchase 
program, purchase of farm commodities, was set up by Congress as a 
mandatory proposition. 

Mr. CuristTranson. Yes, and also, as I understand it, it is up to 
the discretion of the Secretary as to the volume he is purchasing for 
that particular use. 

Mr. AnpresEen. All he does is supply the money to the local com- 
munity here in Moorhead, and they buy it in the local market. 

Mr. Curistranson. Yes; I understand. 

The Cuarrman. Thank you very much, sir, for your presentation. 

Mr. Curist1anson. I want to thank the committee for the privilege 
of appearing before you. 

The Cuarrman. Yes. 

Mr. Curistranson. And I would like to have the entire statement 
filed in the record. 

Mr. Jenntnos. I would like to commend the witness for using 90- 
percent prices, and not calling them high rigid-support prices. 

Mr. Curistranson. Thank you very much, sir. 

The Cuarman. I would like to announce that I have a telegram 
from Mr. Fred Marshall, addressed to Mr. Abernethy, chairman of 
the subcommittee, expressing his regrets that it is not possible for him 
to be here, and assuring us of his interest in the problems of the 
dairy farmers, and I would like to insert this in the record. 


(The telegram referred to follows :) 


Sr. Cloup, Minn., November 17, 1955. 
Hon. THOMAS ABERNETHY, 


Chairman, Committee of Dairying, 
Frederick Martin Hotel, Moorhead, Minn.: 


Regret I am unable to attend hearing. Do wish to commend you for your 
efforts to find a solution for dairy problem. Dairying is of paramount interest 
to my district. Be assured that my interest in a workable program for the 
dairy industry will be continued next session. I look forward to working with 
you. May you have a most successful hearing. 


FRED MARSHALL, 
Member of Congress. 

The Cuatrman. May I ask: Are there any witnesses here who 
would like to file statements for the record and forego the privilege 
of making an oral statement ? 

If so, you may do so at this time. Otherwise, we will hear one more 
brief witness, and then we will recess. 

The CHarrmMan. Mrs. Knutson. 

Mrs. Knutson. It is 12 o’clock now. 

The Cuairman. It is 12 o’clock now and we have been here for quite 
some time. 

We will recess until 1 o’clock, and reconvene sharply at 1 o’clock ? 

Those witnesses who wish to be heard should be here promptly at 1 
and we will proceed with the testimony. 

We will recess now until 1 o’clock. 

(Whereupon at 12 noon the committee recessed until 1 p. m. of 
the same day.) 
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AFTER RECESS 


The Cuatrman. The committee will be in order, please. 

Will someone close that door ? 

We will now call the next witness. 

Mrs. Knutson. Mr. Chairman, the first witness I would like to 
call is Mr. Lawrence Sherman. Is he here now! He will be com- 
ing. I understand that he has not been well, and we want to take 
him as soon as he comes in. If somebody will please let us know when 
he shows up, we will be glad to take him. 

I would like to call on Mrs, Carroll Jacobson, who is 1 of 2 women 
who is a chairman of a farmers union organization in the State of 
Minnesota, and she wants to make a short statement, and we will be 
glad to hear her at this time. We are very happy to have the women 
represented. 

The CuHatrrmMan. We are delighted to have you with us. 


STATEMENT OF MRS. CARROLL JACOBSON, CHAIRMAN OF THE 
HITTERDAL FARMERS UNION 


Mrs. Jaconson. Thank you, Mr. Chairman. 

Well, I would like to just present no written testimony, but to tell 
you from a farm housewife’s s point of view how we feel about: this 
decrease in our farm income. 

It means that we do not get out conveniences that we ordinarily 
would put in, and possibly new things that we would figure into our 
way of living, and our children possibly will not get. some of the 
luxuries probably that they would get otherwise, so it means quite : 
bit to the farm housewife and possibly we w ouldn’t get new, or even 
used things, that would come into our better way o living, such as 
our freezers and maybe a water system, and things like that, im- 
provements on the farm home there that are so very important to 
our way of living, to increase our standard of living, in comparison 
with the urban housewife. So we really do feel the decrease in our 
income. 

At this time I would like to turn the rest of our hearing time over 
to George Solberg, who is one of our members. 

The Cuamman. We thank you very much. 

Yes, sir. We will be glad to hear you now, Mr. Solberg. 


STATEMENT OF GEORGE SOLBERG, A FARMER, HITTERDAL, MINN. 


Mr. Sorgerc. Thank you, Mr. Chairman. 

Friends of the Agriculture Committee, I am a dairyman living on 
160 acres of land in eastern Clay County. I live in a section aire 
the farms are not large, and the type of farming is quite diversified. 
I try to maintain a herd of 24 cows. 

As the committee knows, prices for dairy products have fallen, and 
with it, some very significant changes have come about. 

The dairy panda are getting larger, I find in our territory, and the 
small dairy farmers are being forced to quit. Even though farmers 
are increasing their herds, the net return is getting smaller. 

I am testifying just on my own accord, although I am a member 
of the county farm union, and in fact I am a chairman, but I would 
like to impress on you how it affects me as an individual farmer. 
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In my opinion, I would like to get this situation straightened out. 
Unless action is taken to stop the steady decline in feed grains, it is 
very evident that grain prices as they decline, farmers will seek other 
methods in getting a fair return for their feeds. 

Naturally, they will turn—and have turned—to feeding dairy cows, 
beef or hogs. 

I have done some work among farm people in Clay County, and, 
besides our sugar-beet area, the farmers are not doing so well. Ma- 
chinery is getting old and buildings are not ney repaired. 

You find that very much out in our area—we live out of the rich 
valley and in general people are forced to forget about good business 
practices and instead of laying their money aside for improvements 
of their homes and farm machinery, they are using it for living 
expenses, 

In other words, I maintain they are going broke and don’t know 
it—at least, that is the way it affects me. 

Do you know, from my place along a 534-mile drive to the small 
town of Hitterdal, I think there are 7 or 8 farmers who could use a 
new tractor. Offhand, I can think of 1 new tractor sale, 1 sale of a 
new tractor this fall, in our township. 

[I am sure the dairy program is not accomplishing the results 
intended. 

We were told by lowering the support on diary products the farmer 
would divert operations to other fields, thus production would decline 
and fall more in line with consumption, this reflecting a better price 
in the market place. As we are told, we want parity in the market 
place. 

I personally do not believe that is possible. Instead, farmers have 
enlarged their herds and production is up. 

In the Dairymen’s Report, the November 10 issue, production in 
September was 3 percent above last year and 2 percent above the pre- 
vious September. 

In my own case, instead of milking 20 cows I now milk 24, in order 
that I may maintain the income that will cover my expenses. 

The average price of a pound of butterfat in grade A milk dropped 
+ cents in our market from 1952. That is according to figures we get 
from the plant, and I also was in dairy testing then, and our average 
showed $1.10 a pound for grade A butterfat, and last year we averaged 
$1.05. It amounts to a $2,000 drop in our net income per year. 

On a small operation such as ours, that means we have to go without 
a lot of things. That means my wife cannot have that deep freeze 
she would like to have, nor can we think about building that new home 
that we need somuch. We have four children, and I certainly would 
like to see them enjoy the American standard of living, because we are 
not loafing on the land out there—we are out there working hard. 
We love the land and we want our sons and daughters to be brought 
up to enjoy the American standard of living. 

The Cuarrman. May I interrupt you? 

Does that not actually mean just about wiping out your profits? 

Mr. Soupere. It really does. 

The Cuarrman. What you are saying is that it is eating up your 
capital rather than leaving a profit. 

Mr. Sotzera. That is right. Our buildings are deteriorating, and 
they need repair, and we just cannot do it, and I can assure you that 

69970—56——27 
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we are not spending our money foolishly. My wife doesn’t drink 
and I don’t drink, and we don’t throw our money away that way. 
We are trying to live a decent standard of living out there. Unless 
something is done to bolster dairy prices, I will have to increase my 
herd this coming year. In fact, I seriously considered expanding op- 
erations to 40 cows. 

I want you to understand I am a small operator, on 160 acres of 
land, and I could do better if I increased my herd and then I could 
buy some of this cheap feed that I don’t want, and show a better 
profit. See? That could be done, because cheap feed, if you have to 
buy it, will make you some money, feeding it to dairy cattle. 

I guess you fellows understand that an this is not the solution 
to the dairy problems, that is, increasing our herds here. 

The dairy farmer today I believe is doing a mighty good job, 
productionwise. His only trouble is price. Unless he gets parity 
of income, I believe that dairying will be another business, and the 
small-sized unit will fade away. I think as soon as possible supports 
should be raised to 90 to 100 percent of parity. Also supports on 
feed grains, to a comparable figure. 

If this is done, I believe the grain farmer will be less tempted to 
get into the feeding business. Also, I believe you should put a stop 
to importing feed grain from other countries, as long as our own 
supply is adequate. 

Furthermore, I do maintain we should have a large carryover of 
storable commodities, as insurance against disaster. 

It sure impressed me this year when we made a trip, to see one 
friend who works in Denver. When going through that dry country, 
I surely thought, surely these surpluses must be a blessing, because 
some of those farmers are really in trouble. 

Also I believe, as a last resort, controls should be used, but not 
until we are sure every effort has been made to expand our school- 
lunch program, charity, and other outlets. 

I believe a production payment system would be the best way to 
carry out the dairy program. This would relieve the Government 
of heavy purchases and costly storage fees. The farmer would get 
the benefit of the support price. 

Furthermore, I would like to see a better job of public relations 
done by those in the Agriculture Department, showing that a dollar 
invested in agriculture is not lost, because these dollars farm le 
receive are spent on Main Street of every city and this put in circula- 
tion, to help the state of the economy. 

Mr. Jounson. May I ask him one question ? 

The Cuarrman. Mr. Johnson. 

Mr. Jounson. I believe I understood you to say that you were a 
member of the Dairy Improvement Association ? 

Mr. Sorzere. I was in 1952, up to January 1, 1954—1953, I should 
say. 

Mr. Jounson. Do you know what your herd average was? 

Mr. Sorpere. Yes. 

Mr. Jounson. What was it? 

Mr. Sotserc. The last year we studied it it was 424 pounds of 
butterfat per cow. 
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Mr. JoHnson. You would not call yourself one of the inefficient 
farmers Secretary Benson says we ought to get rid of to take care 
of the surplus problem ? 

Mr. Sorzere. I don’t like to be classed that way. 

Mr. JouNson. You would not think you were, at that average? 

Mr. Sorpere. Some people might think we are, unless we got it up 
to 500 pounds.. Regardless, I think we are doing a good job of pro- 
duction. Just get some price so the farmers out there could get some 
money and you would see how the economy would prosper, especially 
in this area. I would like to be a machine dealer if the farmers got 
some money out here. 

The Cuarrman. Thank you very much. 

Mrs. Knutson. Mr. Mervin Hagen, of Underwood. 


STATEMENT OF MERVIN HAGEN, A FARMER, PRESIDENT OF 
UNDERWOOD COOPERATIVE CREAMERY, UNDERWOOD, MINN. 


Mr. Hagen. Mr. Chairman, Mrs, Knutson and members of the com- 
mittee, my statement is going to be very short, because I know you are 
crowded for time, and I will be supporting one of the other witnesses 
here this morning. 

My name is Mervin Hagen. I am a farmer living in Otter Tail 
County, operating a dairy farm. 

I am president of the Underwood Cooperative Creamery at Under- 
wood and also the producer-representative for Otter Tail County 
on the American Dairy Association regional committee of our region. 
1 am also president of the Fergus Dairy Cooperative at Fergus Falls, 
which organization is a federated cooperative association, comprised 
of direct producer members and a number of cooperative creamery 
associations in this area. 

The Fergus Dairy Cooperative serves approximately 1,500 pro- 
ducers in its membership and is engaged in the processing of milk and 
cream from such producers into butter, nonfat dry milk solids, butter- 
milk powder, and bottled milk and cream for distribution in this area. 

I would just like to make a brief statement. 

I appreciate the opportunity to appear before this committee to 
make a brief statement with respect to the problems of the dairy 
farmer in Minnesota. 

The membership of our association and of our board of directors 
have been much concerned with the problems resulting from lower 
prices received for our milk and cream in recent years, and the con- 
tinuing increase in the cost of items and services which we require 
in the production of such products. 

We have likewise been concerned about the problem of continued 
excess production of the dairy products over and above our commer- 
cial requirements, and the possibilities of disposing of such excess 
production, 

We fully realize the necessity of having our industry make every 
effort to encourage the sale and use of our products in commercial 
markets, and our producers and members have actively supported the 
programs of the American Dairy Association and the National Dairy 
Council in this effort. 
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With respect to the broader problems of the dairy farmer and his 
processing and marketing associations, we are members of and actively 
support our Minnesota Creameries Association, and through par- 
ticipation in their district and other meetings, we have helped to 
formulate the programs and policies of that organization. 

Mr. Everett Battles, a member of the board of directors of our 
Minnesota Creameries Association, is appearing before this committee 
on behalf of that association and it is our desire to state that we are 
in complete accord with the content of his statement and wish to 
endorse and support it. 

I thank the committee for the opportunity to be heard. 

The CuamrmMan. Thank you very much, sir. 

Mrs. Knutson. Is Mr. Lawrence Sherman here? He is a repre- 
sentative of the Farm Bureau and we would like to hear all of the 
organizations here today. 

The Cuarmman. I was wondering if I might ask that we hear from 
the Farmers Union and other organizations and co-ops. _ Is there any- 
one here desiring to speak on behalf of the American Farm Bureau 
Federation, or the Grange, or any local subdivision thereof? Anybody 
connected with either the Grange or the American Farm Bureau or the 
Minnesota Farm Bureau ? 

We are eager to hear from everyone who has any suggestions or 
ideas to submit to the committee. 

A Voice. Mr. Chairman. 

The CHatrMan. Yes. 

A Voice. Mr. Lawrence Sherman will represent the bureau, if he 
appears. I am sure he will appear. 

The Cuarrman. We expect him. I think Mrs. Knutson called him 
2 or 3 times, and I thought maybe he was ill. 

Mrs. Knutson. He assured me that he would be here. 

A Vorce. He will be representing the Farm Bureau-~-I know that. 

The CHarrman. He may come in later. If so, we will call him 
immediately. 

Would you call the next one? 

Mrs. Knutson. Mr. Orrin Kruger of Warren, Minn. 

The CHatrMan. Sir, we are glad to have you. How long will it 
take you to present your statement ? 


STATEMENT OF ORRIN KRUGER, A FARMER, MARSHALL 
COUNTY, MINN. 


Mr. Kruger. Very short. I thank you for the privilege of coming 
before your committee to give this statement. I will make my testi- 
mony quite short, as short as I can. 

I am Orrin Kruger. I farm 9 miles northeast of Warren in Mar- 
shall County, State of Minnesota. I have a 700-acre grain and dairy 
farm. 

I have a herd of registered brown Swiss. I am on DHIA and HIR. 

On the 1954 State DHIA report my herd was listed as the fourth 
highest brown Swiss herd in average pounds of butterfat production 
per cow. This year’s report is not yet out. 

Also, in 1954, I took a course in farm management from the Warren 
High School, University of Minnesota, Institute of Agriculture and 
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Vocational Division, Minnesota Department of Education cooper- 
ating. 

Laken I will refer you to Report No. 222 for Farm Management 
Service, West Sebtzal Minn., to give an estimation of cost of pro- 
ducing 1 pound of butterfat. 

I live and work on this farm, northeast of Warren, and this is my 
only source of income. 

I would say at this time I have one son that helps me on this farm, 
as I am getting to be of an age where I feel that I cannot do an honest 
day’s work any more, although I do work right long. 

We farm this farm and take care of this cattle, and hire a man 
when I can, about 4 or 5 weeks in the spring. 

You know the problem confronting dairy farmers, but just briefly, 
on my farm, in 1953, I produced 6,180 pounds of butterfat and re- 
ceived $5,514.34. 

My estimate for 1955 is for 6,130 pounds of butterfat for $4,700. I 
do not have barn room to increase my herd of cows. 

I oppose the modernized parity formula. This can only lead to 
lower and lower prices. I do not see where I will be able to make a 
larger herd. My income is set there. I cannot make a larger farm 
that these other people talk about. 

Parity should be based on cost of living and cost of production. 

Here again J refer you to Report No. 22 of Farm Management 
Service for Central Minnesota, 

I think it would be good to determine the grade of milk and cream 
at the creamery platform and not on the condition of the farmer’s 
barn or other equipment. 


l ask for 100 percent of may supports in all dairy products through 


compensatory payments direct to the farmer and not to any proces- 
sor. This compensatory payment to be on butterfat or milk and not 
on any finished product. 

This would eliminate cost of storage and lower food prices to the 
consumer. 

The housewife sees more plainly the 1 pound of butter that she 
buys than she does the bushel of wheat in the breakfast food, or the 
bale of cotton in a dress or pillowcase that she buys. This could help 
to lead to better consumer relationship. 

Now, lastly, this farm management report shows that the feed cost 
of producing a pound of butterfat is about 45 percent of the total cost 
of | a 10 3 

he average cost of feed for production of 37 farms was 49.8 cents 
per pound of butterfat. This cost on the 12 lowest cost farms was 47.1 
cents and on the 12 highest cost farms was 55 cents per pound of 
butterfat. 

This brings the cost of producing 1 pound of butterfat to some 
over a dollar per pound as compared to our present support price of 57 
cents per pound. 

Gentlemen, I thank you for the opportunity of presenting this. 

The Cuatrman. Would you read that last sentence again, or make 
that last statement ? 

Mr. Kruger. When we take the information from this Farm Man- 
agement Service report, that the cost of feed is 45 percent of the total 
cost of producing a pound of butterfat and it costs 49.8 cents, if that 
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is 45 percent of the cost of producing the pound of butterfat it would 
bring the cost up to over a dollar. 

The Cuarrman. Thank you very much for that information. 

Mr. Krucer. Any other questions? 

The Cuarrman. If not, we appreciate your appearance here very 
much. 

Mr. Krucer. Thank you very much. 

. Knutson. Mr. Selmer Nordine, from Karlstad. 


STATEMENT OF SELMER NORDINE, A FARMER, KARLSTAD, MINN. 


Mr. Norprne. Mr. Chairman, I am glad to be here today. My name 
is Selmer Nordine, and I own and operate a 240-acre farm at Karlstad, 
Minn., in Kitson County. : 

I raise potatoes, oats, and barley. Besides raising grain and po- 
tatoes, I keep a herd of Holstein cows. The work is done principally 
by the members of my family. We find that though we have increased 
production in the past 3 years, net income has dwindled to a point 
aa it does not represent anything like a reasonable return for 
Jabor. 

Now, I am aung give you the gross income from my annual 
income and expense book. 

1951 my gross income was $11,257 ; the net was $5,000. 

In 1952 my gross was $12,402 ; net $4,354. 

In 1953 my gross was $8,200 ; the net was $1,205. 

In 1954 the gross was $5,873 ; my net loss was $265. 

These figures show a gradual decline in income and an increase in 
costs until the net return was completely wiped out in 1954. 

The above figures represent a net return on an investment conserva- 
tively valued at $35,000. 

Breaking it down further to milk cows alone, net income in 1952 
from 7 cows, was $1,426. 

Now, the reason for these seven cows was I culled out the poor cows 
and kept the good ones. 

In 1953, net income from 8 cows was $1,410. 

In 1954, net income from 10 cows was $1,091. 

Thus, by increasing my herd from 7 to 10 cows, in the 3 years, in- 
come was dropped from $1,426 in 1952 to $1,091 in 1954. 

My cows have an average butterfat production of 400 pounds. 

The above figures were taken from DHIA official records. 

I feel that preservation of the family-type farm and the farm com- 
munity is important to the merchant in town and the country in gen- 
eral. Something must therefore be done immediately before the 
family farmer is driven off the land. 

As a solution, may I suggest production payments directly to 
farmers up to a given gross income, to make up the difference between 
market prices and parity in connection with production controls, 
when necessary to keep supply in line with demand. 

The Cuarmman. Thank you very much for your statement. How 
much do you figure you received per cow for your labor on the farm? 
Did you ever break it down? 

Mr. Norptnz. No, I never did break it down. 

The Cuarrman. According to these figures, you never received 
anything, did you? 
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Mr. Norprne. What is that? 

The Cuarrman. According to those figures, you never received any, 
compensation for your labor because you lost money in the end. 

Mr. Norprne. In 1954 I lost $265. 

The Caairman. You worked that whole year, did you not? 

Mr. Norpine. Sure—that is the way the thing is going. There is 
nothing to keep up improvements. I have a $35,000 investment there. 

The Cuarrman. In reaching that conclusion and retaining that 
loss, you did not calculate your own labor cost in that, did you? 

Mr. Norpine. No, it isn’t. It isthe amount taken in and the amount 
paid out. 

The Cuarrman. If you put your labor costs in at 50 cents an hour 
you lost much more. You did not get anything for that. 

Mr. Norptng. Sure. That is the situation. 

The Cuarrman. If they gave you 100 percent of parity you would 
not get anything on that basis either? 

r. Norptne. If the price was what it was in 1951 or 1952, I would 
have a profit. 

The CHarrman. You would have a profit, but not much of a profit, 
considering your deterioration, depreciation and maintenance cost. 
Yous I suppose, deduct something for deterioration and deprecia- 
tion 

Mr. Norprne. There was nothing set up for depreciation in 1951, 
1952, 1953. This is just the cash receipts and cash paid out. 

The Cuarrman. Receipts and disbursements and you come up with a 
loss in 1954. 

Mr. Nororne. That is right. 


The Caatrman. Thank you very much. 
a 


Mr. Jonnson. You are principally farming grain? 

The Cuamman. He has some cattle. 

Mr. Norprne. I have some cattle. I increased my herd now since 
1954, so it would be 12 cows, and the reason I am low on cow numbers 
is that I am selecting to get a higher production. 

™ CuHatrmMan. How many acres did you say you had in your 
farm ? 

Mr. Norptne. I own and rent 240 acres. 

The Cuarrman. Thank you very much for that information. 

Mrs. Knutson. Is Mr. Sherman here now ? 

Glenn Olson, of Egley, N. Dak., has a statement to make. 

We have five States represented here today, folks. I want you 
to know that. 


STATEMENT OF GLENN OLSON, A FARMER, EGLEY, N. DAK. 


e Mr. Otson. Thank you very much for the privilege of appearing 
ere. 
When I first heard of it I happened to be on a deer hunting trip. 
Mrs. Knutson. We are glad you came back. 
The Cuarrman. I did not think it was lawful until tomorrow. 
Mr. Orson. We are from North Dakota. 
First I would like to admit that I believe we, as farmers, have a 
problem, both costwise and productionwise, and the price received. 
Some call it surpluses. Others call it overabundance. Whatever 
it is called matters little. What can be done about it, generally 
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speaking, of all phases of agriculture, I think I would use this 
program of leasing the land to the Government to take it out of 
production to stop this overabundance of feed. 1 believe it is going 
to reflect on all our phases of agriculture. It is also going to be the 
grain-grower is going to go like the hogs went this year—cheap grain, 
so you are going to go into different phases of livestock. 

T can’t help but think that it is going to be true of dairy in the 
future. It is not now, of course, but I think it is going to be worse. 

If we take this land out of production now, I don’t think we are 
only thinking of the farmer, but the consumer. Probably in years 
to come they will be glad we have done that, to preserve the fertility 
of the soil. 

This is a dairy meeting, and I suppose my remarks should be kept 
more on those lines. I can’t see how you can completely segregate 
them. They are tied in so closely together. 

I didn’t come here with any statement as to how much money | 
made or lost. I figured at this hearing you wanted ideas of what we 
think could be done to help the dairy industry, and that is what I 
had in mind when I came. 

The Cuarmman. I think you’ve got it sized up exactly right. We 
know now, and we knew before we left Washington, that not only the 
dairy people had a problem, but all farmers have ee 

We are interested in the solution. If you can tell us something we 
might do to improve the situation or keep it from deteriorating 
further, that is what we want. 

Mr. Oxson. That will be speaking just, of course, for myself. I 
am representing nobody, and you will probably know that 95 percent 
of the income we get from dairy from North Dakota is sold as butter. 


That is a large percentage. 

The CHarrMan. 95? 

Mr. Orson. 94 to 96, right in there, it is right close. 

We in the dairy business, and I especially, I think I realize we are 
running into some tough compet ine in the last years, and I never 


like to say the word—lI don’t like to say the word, I think when you 
speak of butter in competition, you know what I mean. 

The CHarrmMan. You mean that isa dirty word that you do not want 
to use. 

Mr. Otson. I think that anything we do along these lines, we have 
to keep it in line, because we have competition there. 

Now, I feel that anything we have done to increase the consump- 
tion of fluid milk and cream in eastern markets will ease some of the 
pressure on butter. 

I think that this is especially true in the large milkshed areas, where 
they have health regulations or ordinances around them as a kind of 
screen to protect some of these markets. 

I believe not all these markets, of course, but there are some of them 
where I think the price of fluid milk and cream is out of proportion 
with some of those in other cities, just by these barriers that are set 
up and I believe this could be consumed in fluid milk and cream and we 
ear as a butter-producing State, have so much competition from 
them. 

I would like to see some of these barriers removed. Being we do 
have such keen competition, I think we are probably due for a change 
in the standards of butter. I don’t think that poor butter can com- 
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pete with our competition, and with this day and age of changing 
methods of caring for food, and also for fiber, as far as that goes, that 
we should go along with it. 

I would like to see the standards of butter raised. Probably we 
should eliminate this group C butter from the market. It is a drag 
on the better butter that goes to market. When they get ahold of poor 
butter they think, “Well, if that is butter, let’s say away from it.” I 
don’t believe 75 percent of parity is right for butterfat producers. 
The only way I would like to see an increase done is a direct payment 
tothe producers. I don’t believe the competition would warrant a free 
market with a high percentage of parity. I think it would just stack 
up too much in storage. 

I do think that perhaps something could be worked out where they 
could have a direct payment to the producer that would be of benefit 
to the farmer. 

I thank you for your time. These are just my own ideas. I am not 
repens nobody, but I like to take in these kind of meetings once 
in a while. 

The Cuarrman. We thank you very much for your statement. 

Mrs. Knutson. Is Mr. Sherman of the Farm Bureau here now? 

I would like to call on Mr. Dwyte Wilson, of Aberdeen, S. Dak. next. 


STATEMENT OF DWYTE WILSON, GENERAL MANAGER, EQUITY 
UNION CREAMERIES 


Mr. Witson. Chairman Cooley, Subcommittee Chairman Aber- 
nethy, honorable members of the House Agriculture Subcommittee 
on Dairy, for the record, I am Dwyte Wilson, general manager of the 
Equity Union Creameries, a farmer-owned marketing and processing 
association with over 10,000 farmer members in North and South 
Dakota, and a few in western Minnesota. 

We do not intend to belabor this committee with a lengthy disser- 
tation on the conditions facing the dairy farmer today. We are sure 
that the members of this committee are well aware that it is serious. 

What is the flexible price support program accomplishing for 
dairying? 

Milk production in October ran 303 million pounds ahead of that 
month last year, to bring the surplus over a year ago to 528 million 
pounds for the first 10 months, according to a report released by the 
Crop Reporting Board last week. 

The October output was 9.324 billion pounds, 3 percent above the 
9.21 billion pounds of October 1954 and 8 percent above the 10-year, 
1944-53 average of 8,601 billion pounds. 

Lower prices on feed grains and the apparent determination of 
farmers to offset declining incomes for nondairy sources by milking 
more cows appears to be indicated by the fact that on November 1, 
farmers were milking. 69 percent of the cows in the herds, 2 percent 
above a year ago, and the highest for that date in 14 years. 

The situation noted during the past 2 months, wherein the per- 
centage of cows being milked has declined much less rapidly than 
normal for this time of year is continuing. 

Men of the 33 States whose production figures serve as the basis for 
these monthly statements of estimates report all-time October records 
last month, while 6 others report near records. 
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I believe a check of the records will show the Government bought 
more butter this year in October than any October since the beginning 
of the program. By the way, they are buying butter in November 
under the program. 

It is obvious that these flexible price-support programs will not work 
to reduce production. 

What is happening from the economic standpoint? The farmer is 
receiving only 41 cents out of the consumer’s sales dollar, as against 
over 50 percent just a few years ago. Some say that this is due to 
increased costs of packaging and distribution demanded by the house- 
wife. Actually, I believe the figures will show that increased effi- 
ciency has offset all but about two one-hundredths of 1 percent of this 
increased cost. 

This increase is so small that it is insignificant. What has happened, 
then? Where does the 17 percent increase in food processors’ profits 
come from? It must come from the farmer’s take-home pay. It is 
directly due to the drop in farm income brought about by the flexible 
sliding scale. 

Let me say here that I am not one who believes that the farmer 
is facing a price-cost squeeze. It is not that. It is a slump in income 
due to the flexible price supports. 

The spring has gone down. That is due to feed, grain, and in 
costs. It is a slump in farmers’ income due to the flexible price- 
support program. 

What do we recommend? Advertising? This is not the answer, 
especially, a farmer-financed advertising program is not the answer 
because the farmer has little to say about the final selling price of 
this processed product and its relationship to the raw product. For 
all the advertising money of the last year we can only point to 
increased processor profits and lower prices to producers than a year 
ago. 

ies today is 3 cents a pound less than it was a year ago, in 
spite of the money farmers have taken out of checks to advertise dairy 
products. 

I might add Kraft’s profits will be $14 million this year, an all-time 


high. 

We do not believe that the farmer should be asked to support a 
program that lowers his take-home pay. We have the following 
recommendations: 

An immediate return to 90 percent of parity support prices on all 
dairy products. 

And we appreciate the 80 percent you boys passed in the House, 
although the Secretary of Agriculture jiggled around the formula 
and it will not be dollars and cents for the producers. 

I do not think they realize it—when the Senate passes a bill on 
dairy products, I hope, Mr. Chairman, you have a conference com- 
mittee that will concur in that 100 percent of parity for the dairy 
farmers. 

Mr. Jounson. Are you sure the Senate is going to do that? 

Mr. AnpresEn. Will the gentleman yield ? ! 

You give us surprising information. Do you say the Senate is 
going to pass a 100 percent parity bill? 

Mr. Witson. When they do. 

Mr. AnprEsSEN. They are going to do that this winter ? 


- 
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Mr. Witson. January. 

Mr. AnpRESEN. Where do you get your information ? 

Mr. Wiuson. That is what some of the farmers’ Members have been 
telling us. They said that “We will do that.” 

Mr. ANnpDrRESEN. We sent that bill over there last spring and they 
have not done anything about it, and they had control over the Senate. 

Mr. Wirson. They thought they would have a better chance of get- 
ting up to 100 percent when they get more facts and figures in. 

The Cuarrman. Prices have deteriorated since then, too. 

Mr. Wirson. A long-range program with a support price of 100 
percent of parity, made effective through compensatory payments to 
the producers. This should be accompanied by marketing quotas 
when necessary. There should be a limit on the amount of money 
any one producer could receive in total price-support payments and 
loans, that is, dairy products, along with other products produced. 
And this is good for the milkshed boys. They should not be allowed 
to add to the cost of the price-support program. 

In a recent poll, our patrons voted in favor of accepting marketing 
quotas on dairy products in return for full parity prices. 

The question we asked was this: We sent out 5,000 cream tags 
and said, “Tie this tag to the cream container, ship it to the creamery, 
mark on the back whether you are in favor of accepting marketing 

uotas.” 
’ They would accept marketing quotas, some 5 to 1. Some said it 
would run over 5 to 1 that would accept marketing quotas on dairy 
products in return for full parity prices. 

The Cuarrman, May I ask this: Have you given any consideration 
to the details of the program, how you would work out marketing 
allotments, and have you given any consideration as to how difficult 
it may be to enforce marketing quotas? 

Mr. Wirson. There might be some problems, but I would suggest 
study of compensatory payments might show that it would be feasible 
to a subsidy payment where a farmer would take his milk receipts 
into a county committee or regional committee office and there receive 
his check to make up the difference of his income. 

The Carman. Is that what you consider to be the Brannan plan, 
aan Charlie Brannan, former Secretary of Agriculture, advocated 
it 

Mr. Wirson. Substantially the Brannan plan with some additions. 

The Cuarrman. We have the Brannan a on wool now. 

Mr. Wizson. Yes. 

The Cuarrman. And back in 1939 I think we proposed to have what 
we called a trial run on eggs and potatoes, 

Mr. Witson. Yes. 

The Cuarrman. If you and your associates and all others interested 
in the dairy business would work out the details of a program and 
submit it to us, I can assure you now it would be given every possible 
consideration. The thing that bothers us is working out details. 
It is all right to talk about marketing quotas, but it is difficult to work 
out the details of legislation. 

Mr. Witson. Yes, we will be glad to do that. 

Mr. Jounson. There is one difference between that and the Brannan 
plan. Under the Brannan plan, did the dairy farmer ever say he 
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would take marketing quotas? He wanted unlimited production un- 
der the Brannan plan. 

The Cuareman. Yes. I think it did not contemplate any market- 
ing quotas in the dairy program, but I think it said marketing quotas 
on row crops. 

Mr. Wiuson. People speaking for processors say they are going to 
exempt small farmers in the South with one cow. That is what they 
used to talk against the marketing quotas. 

The Cuarrman. If you give the farmer marketing quotas and he 
had a herd too large he would naturally reduce his herd in keeping 
within his marketing quota, would he not? 

Mr. Wirson. That is right. 

The Cuarrman. He certainly would cut out all his bad cows, would 
he not? 

Mr. Wuson. The surplus really isn’t so great, 6 percent, I think, 
was mentioned here this morning. 

The Cuarrman. The thing that bothers me is that dairy cows are 
found on every farm in every part of the country, just like potatoes— 
you can grow potatoes everywhere. It is easier to grow tobacco, 
Burley steam and there are only a few people affected, comparatively 
speaking. When you go to control a man with 1, 2, or 3 cows, it seems 
to me it is going to be an impossible thing to work out administratively, 
to set up administrative machinery to operate with. 

Mr. Wison. Say we had a limit of $20,000 on farm income, and if 
you get 1 or 2 cows, then that income would have to be counted in there, 
= he gets less support money for cotton, wheat, and everything 
else. 

The Cuarrman. You really are getting the Brannan plan when you 
put that in, 

Mr. Wuson. I think it could be worked out. It would take time 
and study. 

Mr. Anpresen. You work it out for us. 

Mr. Wuson. We would like to see an expanded school milk lunch 
program. We appreciate the generous cooperation of Congress, and 
we are sorry that the discretion of the Secretary of Agriculture was 
not such that we could make the program work out here. So many 
schools said there was too much red tape and did not put it in. Only 
a small percentage of the schools put itin. We live milk in North and 
South Dakota. But they said there was so much red tape that they 
weren’t interested in monkeying with the program. 

The Cuarrman. You find out what the red tape is and maybe we can 
take care of it. You send it in. 

Mr. Wison. It is a little better this year. 

Suggest a food stamp plan to make more dairy products available 
to low-income groups and people on old-age assistance. Both this and 
the school-milk program could be a justifiable defense expenditure 
as it would increase the strength of our manpower. 

Even at full parity, the processors might be able to extract unwar- 
ranted margins and cause problems for the price support program. 
We would recommend that Congress provide REA-type loans to 
producers to enable them to build some processing and distribution 
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facilities which might be a yardstick of proper margins between pro- 
ducer and consumer. 

We would recommend the establishment of an International Com- 
modity Clearing House to enable food to be brought to places in the 
world where it is needed and could be consumed. 

Finally, there is much talk about an acreage reserve. We urge the 
members of this committee to support such a uk, pe That it be 
on a voluntary basis and not tied to compliance with other programs. 


The appropriation should be large enough to do an adequate job, not 

appropriations so small as to make the program a failure. _ 
Further, I might add, we hope to see a program so designed that 
id not throw the tenant off and collect the money on 


the landlord cou 
the program. 

In behalf of over 10,000 farmer members of our association, we urge 
the committee to give consideration to our proposals. We appreciate 
your coming to the grassroots to get the farmers’ story and want to 
express our thanks to you. 

For the record I would like to file statements for two of our members 
creameries, whose members of the board are here today, Mr. M. J. 
Kommes, Howard, S. Dak.—he and the manager of the creamery 
drove over 300 miles this morning to come to this hearing. 

They are members creameries, and may I file a statement for them? 

The Cuatrman. Certainly you may have that permission. 

(The statement referred to follows:) 


STATEMENT OF M. J. KoMMES, Howarp, 8S. DAK., VICE CHAIRMAN OF THE BOARD 
OF DrrEcTorRS, HowarD COOPERATIVE CREAMERY, Howarp, 8. Dak. 


Chairman Abernethy, members of the House Agriculture Subcommittee on 
Dairying, I am M. J. Kommes, vice chairman of the Howard Cooperative 
Creamery at Howard, 8S. Dak. Our creamery is a dairy processing cooperative 
with 500 active producers. I am a farmer and operate a 520-acre farm. We 
milk 16 cows. 

The farmer-owners of our organization believe that a dairy program must aim 
for the achievement of 100 percent of parity not just for dairy farmers but for all 
farmers. A farm program must assure satisfactory levels of food and fiber, and 
every effort should be made to channel the abundance of our production to our 
own people and our foreign friends. 

For the dairy farmer, we favor a program that will protect his income. We 
favor a system of direct payments to farmers. We suggest that dairy products 
find their level in the market place, and that the difference between this level 
and a full parity price be paid directly to the farmer. 

We suggest that producers be provided with more technical help and adequate 
credit to enable us to meet the changes in the dairy industry. 

We suggest the expansion of the school-lunch program which helps insure the 
vigor and health of our Nation and encourages future consumption of nature’s 
miracle food. 

We strongly recommend the use of a food-stamp plan in areas where there is 
malnutrition or low incomes. 

We believe that the lowering of price supports will not achieve a shift in pro- 
duction, nor will it overcome the surplus problem. The time has come to repeal 
the flexible price support laws—for the interests not only of farmers but of our 
national economy. 


Mr. Wirson. And I have a statement of John Falkens, secretary of 
the board of directors of the Farmers’ Cooperative Creamery, Clinton, 
Minn., which we would like to file for the record. 

The Cuarrman. That may be filed. 
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(The statement referred to follows :) 


STATEMENT OF JOHN FALKENS, CLINTON, MINN., CHAIRMAN OF THE BOARD or 
Directors, FARMERS’ COOPERATIVE @REAMERY, CLINTON, MINN. 


Chairman Abernethy, members of the House Agriculture Subcommittee on 
Dairying, for the record, I am John Falkens, secretary of the board of directors 
of the Farmers’ Cooperative Creamery, Clinton, Minn. The Farmers’ Coopera- 
tive Creamery, at Clinton, is a dairy processing and marketing cooperative with 
300 active producer members. I am a farmer and operate a 400-acre farm. 
Our dairy herd consists of 18 cows. 

The farmer members of our cooperative are much concerned about a dairy 
price-support program. Milking is one of the things on which the family farmer 
can depend for a stable source of income. It is the view of our organization that 
if the family farmer is going to succeed in achieving equality with other groups 
in the Nation he must have protection in the form of a fair-level price-support 
program. Such a level of support is 100 percent of parity. 

As a short-range farm policy we urge the enactment into law of House Reso- 
lution 12 at the earliest possible time in this next session of Congress and that 
butter also be supported at a minimum of 90 percent of parity. 

We are opposed to the sliding-scale flexible-price-support program for any 
farm commodity. In a long-range farm program we believe that dairy products 
should be allowed to seek their own level in the market place, and the difference 
between a free-market price and a full-parity price should be paid directly to 
the producer in the form of a compensatory payment. 

A production-payment support program would assure that the producer would 
get the full benefit of the intended level of support; it would reduce the risk of 
spoilage of perishable dairy products, and it would make any large-scale pur- 
chase and storage by the Government unnecessary. 

We further suggest as a help toward increasing the dietary standards of fam- 
ilies in the low-income group that a food-stamp plan be utilized. 

We further recommend that the school milk program be expanded and that the 
administration of such a program be simplified. 

We also wish to urge that Congress make a study and conduct an investigation 
of the costs of distributing dairy products and to enact appropriate legislation 
to insure producers and our producer cooperatives of receiving a fair share of 
the consumer dollar. 

Family farmers are caught in a genuine price squeeze. We are acutely aware 
of the settling back of prices on the products we product and sell, while, at the 
same time, we are confronted by the relentless upward push of commodities used 
in our business. Our economic decline is severe, and such a decline, if not 
halted by an outright repeal of the flexible-price-support laws, will mean disaster 
for farmers and economic distress throughout our national economy. 


The Cuatrman, Thank you. 

Mr. Wison. Thank you very much. 

Mrs. Knutson. Is Mr. Sherman, of the Farmers Bureau here now? 

We will have time to hear all of you. You do not have to be 
nervous, folks. 

Mr. Karl Schimenek, of Duluth, Minn. 


STATEMENT OF KARL SCHIMENEK, A DAIRY FARMER, DOUGLAS 
COUNTY, WIS., AND PRESIDENT, ARROWHEAD COOPERATIVE 
CREAMERY, DULUTH, MINN. 


Mr. Scrimenex. Mr. Chairman and members of the committee, my 
name is Karl Schimenek, neg in the county of Douglas, State of 
e 


Wisconsin, approximately 10 miles from Superior. I am, and have 
been, a dairy farmer for more than 15 years, devoting my entire time 
and effort to farming. I milk on the average 30 cows, which is con- 
siderably more than most dairy farmers within the area in which I live. 
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I am, and have been for the past several years, a director of the 
Arrowhead Cooperative Creamery Association, and, at the present 
time, serve as its president. It is an association composed of 1,200 
dairy farmers in northeastern Minnesota and northwestern Wisconsin, 
through which they market their products in the form of milk, cream, 
ice cream, butter, cheese, buttermilk, chocolate milk, dry milk, powder, 
eggs, and other dairy and farm products. 

The total sales for 1955, as estimated, will be close to $5 million. 
The greater portion of the fluid-milk sales are in the Federal order 
market, commonly referred to as Duluth, Superior, and Cloquet, com- 
prising of the following areas: In Minnesota, Aitkin, Carlton, Itasca, 
Pine and St. Louis Counties, and in Wisconsin, Ashland, Bayfield, 
Burnett, Douglas, and Iron Counties, such order having been in 
effect since May 5, 1941. 

Immediately prior to that time, there were abnormally large sur- 
pluses of milk on our market. It was being distributed by both coop- 
erative associations and proprietary handlers. Milk was purchased 
on a flat-price basis, and those with the least proportion of surplus 
— their fluid sales gained a competitive advantage over other 
handlers. 

This placed the cooperatives, including Arrowhead at a disadvan- 
tage, with proprietary handlers, because the cooperatives had to re- 
ceive the milk of all of its members, a large part of which had to be 
manufactured into surplus products. 

The Federal milk order with the classified pricing provisions 
changed the situation and put all handlers on the same cost basis in 
procuring supplies of milk for fluid distribution, thus the order was 
responsible for properly proportioning the necessary costs of carrying 
the area’s surplus milk. 

During the first few years of the order’s operation, the number of 
producer handlers declined from 109 to 32, which no doubt was 
caused by the creation of a stable and continuous market for pro- 
ducers, which encouraged the producer handler to discontinue their 
distribution of milk and to market it through the cooperative asso- 
ciation. Since then, they have been further reduced from 32 to 5, 
due largely to marketing regulations established by State law. 

Ever since the establishment of the Federal order in our area we 
have been fortunate enough to have a very orderly market. The con- 
sumer has been assured of an adequate supply of good, high-quality 
milk, which I feel is at least to some extent responsible for the fact 
that the per capita consumption of milk in Duluth, Superior, and 
Cloquet is either the highest or second highest in the entire United 
States, 

By comparison, an area in which no Federal market order exists, 
immediately to the north of the Duluth, Superior, Cloquet Federal 
market area, and often referred to as the Iron Range, has exactly the 
opposite situation. The cities do not restrict sales to grade A milk; 
there is no inspection of the farms, and very little assurance for the 
consumer of anything, except that the milk has been pasteurized. 

Dairy farming as an industry is frightfully declining, due largely 
to the fact that they have no assurance of a market for their milk or 
the prices to be received; and, therefore, they have refused to make 
any improvements on their farm or to invest money in the facilities 
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necessary to provide grade A milk. The public, therefore, is depend- 
ent upon supplies being delivered from other areas, as far as 200 miles 
away. The farmers in that particular region, who are still con- 
tinuing in the dairy business, have approached the Arrowhead, asking 
if we could possibly give them some help in obtaining a Federal order 
for their area. At the time that the order was established for Duluth 
and Superior, 95 percent of the eligible farmers favored the issuance 
of the order. 

As president of Arrowhead, I feel that I am thoroughly familiar 
with the thoughts of our membership and that practically 100 percent 
of them are desirous and anxious that the Federal milk-marketing 
order remain in effect and that Congress take no action that would 
impair their effectiveness or their continuance. 

might also add that I have contact with producers and farmers 
other than those that are members of the Arrowhead, and they all 
express the same sentiment, namely, “We desire to operate our dairy 
farms under a Federal milk-market order.” 

Although the organization I represent, namely Arrowhead Coopera- 
tive Creamery, is primarily interested in the Federal milk-market 
order, I would like to add that they as members, as well as the other 
dairy farmers in our area, are also deeply concerned about price sup- 
ports. 

Our country, according to all reports, is enjoying a period of ex- 
treme prosperity. The stock market is booming, on the basis of ex- 
ceptional earnings, wages of laborers have been constantly increasing, 
and the farmer in a class by himself is being forced to accept a very 
substantial reduction in income. It seems to us that the Government 
is vitally interested in the food supply of the Nation and, as such, 
justified in taking whatever steps are necessary to guarantee the same. 

With that justification for price supports, we, who are making our 
living from dairy farming, feel that we are entitled to exactly the same 
type of consideration as any other type of farmer and, if one class or 
group is entitled to Government aid, so is the other. 

We farmers appreciate that these, as well as some of the other prob- 
lems, which will be faced by your committee, are highly technical ones, 
about which we do not consider ourselves qualified to speak, but 
through our various associations expert technicians and counsel have 
been engaged to prepare and present our views to you, and I hope that 
they will be accepted as truly representative of us. 

Mr. Averneruy. Thank you. 

Any questions from the panel ? 


Mrs. Knutson. Mr. Chairman, I understand Mr. Sherman is here 
now. 


Mr. SuHerman. Right here. 

Mrs. Knutson. Would you be able to come up, Mr. Sherman? We 
will be very happy to have you. 

We are very grateful for your coming. We know you have been 
ill, and the committee will give you every consideration. 
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STATEMENT OF LAWRENCE SHERMAN, CASS-CLAY COOPERATIVE 
CREAMERY, MOOREHEAD, MINN., AND MEMBER OF THE FARM 
BUREAU 


Mr. Suerman. Mr. Chairman, Mrs. Knutson, and members of the 
House Dairy Committee, I consider it a great privilege to be allowed 
to testify at this meeting. ‘ 

I want to thank the chamber of commerce for issuing me the 
invitation. 

Perhaps most of you know by now that I was in the hospital when 
I received the invitation from the chamber of commerce. 

I represent the Clay County Farmers Bureau and this was the only 
invitation that I had to testify here, coming from the chamber of 
commerce, in Moorhead. 

Mr. ABerRNETHY (presiding). It is my understanding that there 
was a general notice in the press, that the hearing was to be here, and, 
of course, witnesses were requested to request time. Perhaps you did 
not understand that. 

Mr. SuerMan. I do not want to inject anything in the record that 
is not true, or anything else. 

Mr. Asernetuy. Yes. 

Mr. SuerMan. But the chamber of commerce extended me the invita- 
tion to be present. 

I will try to do the best I can in reading this report. Usually I don’t 
like to read. I rather like to talk. 

Mr. AperNetTHY. Do as you wish. 

Mrs. Knutson. Summarize it, and put that in the record. 

Mr. Suerman. Mr. Chairman and members of the House of Repre- 
sentatives Dairy Committee, I consider it a great privilege to be per- 
mitted to present this brief which briefly outlines my views on the 
dairy situation. 

I know that all of us here assembled today are earnestly seeking a 
solution to the cost-price squeeze in which the farmer now finds 
himself. 

Much has been tried and much has been learned in the past 2 decades 
about the effect of price-support programs. 

Today, we need to weigh very carefully past experiences and be 
willing to recognize weaknesses in our present program. In fact, it is 
my belief that much of our present trouble stems from our own un- 
willingness to admit mistakes of the past. 

The great argument, of course, has been between the factions who 
have supported rigid supports, and those who favor the flexible price 
“a orts. } 

e fallacy of the rigid support program may be readily seen in the 


loss of our neighbor State wheat farmers of their right to produce 
the much needed hard red dark northern wheat. This loss of right 
to produce should be of great concern to the dairy farmers of this 
area, because it is the diversion of wheat acres into the production of 
feed crops which is the chief cause of the price depressing surpluses 
of feed crops. 

There is another fallacy of rigid eprpente, which is not so apparent, 


but which is just as important, and that is the continuation of this 
program with acreage controls will eventually eliminate the small 
farmer. 

69970—56—28 
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The big advantage of flexible supports lies in the fact that decreases 
in price put the squeeze on the more inefficient and marginal farmer, 

In spite of these apparent facts, price supports were set on dairy 
products at 90 percent of parity. What happened under 90-percent 
supports was that prices fell to a level of 83 percent of parity with 
decreases in the normal marketing channels and increase of Govern- 
ment purchases, through Commodity Credit purchases. 

In spite of these results there are people today who advocate their 
turning to this program. Do we as dairy farmers want a program 
which eliminates our markets and accumulates burdensome surpluses 
which would necessitate production controls? 

Lowering of the support price by the Secretary of Agriculture 
reversed this trend and has made possible the reduction of Govern- 
ment holdings of butter from 456 million pounds on July 31, 1954, to 
184 million pounds on July 31, 1955. 

I do believe that this total is lower today with the prospect that the 
time is near when price and production will function in their normal 
relationship. 

I know that the reduction of price supports is not the only factor 
contributing to the increased sale of dairy products. 

The expanded ADA program has been a great help in the promotion 
and sales of dairy products, The ADA program is one in which all 
dairymen can be justly proud and one which, I believe, points the way 
toward which we should pattern any future farm program. 

The ADA is a self-help program sponsored by and financed by 
farmers. 

The National Milk Producers Federation is advocating a self-help 
program which should merit a great deal of consideration. 

First, it proposes the creation of a board of producers, who would 
have the responsibility of setting levels of support and disposal of 
surpluses, as authorized by Congress. This should be one of the first 
objectives of any permanent farm program, because it would eliminate 
the making a political football of the farm program. 

The second proposal of the self-help plan which I consider should 
be part of any farm program is that it be financed by the producers 
themselves. 

No brief would be complete without recognizing the sterling support 
and the efforts of some groups to do away with our free-marketing 
system, and replacing it with a compensatory payment plan. 

Here, we must recognize, is an open effort to socialize our farmers, 
ae them under strict Government control, eliminating our mar- 

eting system and eventually destroying freedom of choice and the 
right of ownership. 

It is my belief that many of those that now support rigid supports 
for dairy products hope to disrupt our present marketing system by 
an svdeinabiaiad of surpluses to such an extent that farmers would be 
willing to accept this socialization of farmers. 

To summarize this brief, I will conclude by suggesting that Congress 
enact uniform Federal marketing grades of dairy products patterned 
after the laws of Minnesota and Wisconsin. 

Continuation of flexible supports of dairy commodities. 

That a thorough study be made of the self-help plan with regards 
to the advisability of setting up a governing board of producers, and 
also the feasibility of making such a program self-financing. 
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Strengthening of our free marketing system by improvement of 
foreign trade and a more uniform Federal milk marketing order regu- 
lations, throughout the United States. 

I thank you. 

Mr. Aserneruy. Thank you, Mr.Sherman. We appreciate the fact 
that you have been ill and incidentally, I am somewhat in the same 
shape right now, but I would like to ask you a question or two. 

Mr. Suerman. All right. 

Mr. Aperneruy. Is it your understanding that more or less milk is 
being produced now than when milk was supported at a higher level ? 

Mr. Suerman. There is more milk being produced in a milk-pro- 
ducing area, I believe is correct, but less milk being produced in the 
fringe area on the south side, where we were having greater standings. 

Mr. AserNnetHY. Is it your understanding that they are giving away 
more or less surpluses now than they did a year or two ago? 

Mr. Suerman. Giving away more. 

Mr. AperNeruy. Giving away more? 

Mr. SuermMan. I don’t know what the extent would be. 

Mr. Apernetuy. Does that mean the Government is taking in more 
and giving away more than they did when they had a different price 
support than they have now? 

Mr. SuermMan. You are actually purchasing less under commodity 
loans now, would be my belief. 

Mr. Aperneruy. If they are purchasing less, how could they be 
giving away more? 

Mr. Suerman. Because they accumulated it under the 90-percent 
ua 

Mr. Asernetuy. I see. 

Now, I am always interested, and somewhat intrigued with the 
statements that the flexible program frees agriculture, that is, it omits 
controls. Is that your understanding of what the flexible program 
does? I believe that is what you testified to. 

Mr. SHerman. You will have a controlled program with either 
flexible or rigid. There isn’t such a great deal of difference. 

Mr. Asernetuy. Who will have? 

Mr. Suerman. Government control 

Mr. Anernetuy. Who are those who will be controlled, with either 
the rigid or flexible ? 

Mr. Suerman. Beg pardon? 

Mr. AnERNETHY. You said you will have controls with either rigids 
or flexibles. 

Mr. SuermMan, Yes. 

Mr. Asernetuy. Who will be controlled? 

Mr, SHerMAn. Well, your producers. 

Mr. Apernetuoy. What producers? Producers of what? 

Mr. SuHerman. Whichever commodity that you are concerned with. 

Mr. Apernetuy. That is what? 

Mr. Suerman. I don’t know if I understand you just right but your 
controls become, of necessity, faster under rigid supports. 

Mr. Aspernetuy. Wheat is under flexible supports. 

Mr. Suerman. Now, it is, but has it been, for years? 

Mr. Apernetny. It is now. 

Mr. Suerman. Yes. 
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Mr. Asnerneruy. And it is under controls. 

Mr. Suerman. The controls are there because they had been. 

Mr. ABerNETHY. Why? I thought the flexibles would get rid of 
that. 

Mr. Suerman. Mr. Chairman, Mr. Chairman 

Mr. Asernetuy. That is what you testified to. 

Mr. Suerman. Mr. Chairman. 

Mr. AperNeTHY. Yes, sir. 

Mr. Suerman. Is anybody so naive that they feel that the surpluses 
built up under our former program aren’t responsible for the controls 
that are necessary today ? 

Mr. Azernetuy. I do not know. I just understand—I am not try- 
ing to argue the point, but I keep hearing about this freedom that we 
are going to have under flexibles, and I might be for it some day, | 
just do not know, but right now, wheat and cotton and rice and the 
others, they still have those same controls. 

Mr. SuerMan. But, Lordy, you don’t expect the flexible supports 
like a miracle, to correct all the mistakes we made in all these years 
past, do we? 

Mr. Anernetuy. No. But it has been advocated that it is a miracle. 

Mr. SHerman. I wouldn’t advocate it as a miracle. I wouldn’t 
advocate any farm program as a miracle. 

Mr. Asernetuy. Well, Benson and his supporters have said flexible 
supports would free the farmers. 

Mr. Suerman. There is no farm program that is perfect. 

Mr. Asernetuy. No—lI agree with that. 

Well, I just wanted to be sure that we understood one another, 
because everywhere I go I hear a lot about the freedom that these 
folks are supposed to have that produce wheat, cotton, and so on. I 
live in a cotton country, and we still have elections down there every 
year on these controls. We are going to have one this year, just a 
few days from now, and I understand cotton will be supported at about 
75 percent next year. 

Any other questions? 

Mr. Jounson. One question. 

Mr. Apernetuy. Mr. Johnson. 

Mr. Jounson. You say that they will have more production under 
90 percent of parity with marketing quotas than we have today. 
How do you figure there will be more production than we have, with 
marketing quotas, than we have today ? 

Mr. SHerman. When did I make that statement? 

Mr. Jounson. I thought that was in your statement. 

Mr. SuerMan. I did not make that statement. 

Mr. Jounson. What is flexible about 75 percent of parity? It will 
be 2 years next April. That price stayed at 75 percent for the dairy 
industry 

Mr. Suerman. Mr. Chairman, are there any dairy products today 
selling under 75? 

Mr. Jounson. Seventy-five under the old parity, eighty under the 
new parity. It is called the new modernized parity, I believe. 

Mr. SHerMan. That is correct. 

Mr. Apernetuy. Any further questions? 
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Mr. Jennrnes. For the benefit of the record I just want to say that 
I represent an area and the products of small farmers, small moun- 
tain farms, and I would like to say these are not inefficient small 
farms. I challenge anyone to operate with the efficiency and educate 
their children and even live with the efficiency of some of our small 
farmers. 

Mr. Suerman. I wholeheartedly agree with you. It is my belief 
that the small farmer is more efficient in many cases than the larger. 

Mr. Jennines. I certainly appreciate your agreeing with me. We 
hear so much about the ineflicient small farmer. 

Mr. SuerMan. In my statement I didn’t say anything about the in- 
efficient small farmer. I said inefficient farmer. There is a differ- 
ence. 

Mr. Jounson. May I make one observation ? 

There seems to be a difference in testimony. Some say there is less 
being bought, and we have testimony—I do not know whether you 
were here, just prior to when you came in here—they said that the 
Government bought more butter in October of this year than in Octo- 
ber a year ago, and it looked like they were going to buy more in No- 
vember. 

As I understand—if I understand you right, you claim they are 
buying less dairy products now ? 

Mr. SHerMan. For the total of the year—I didn’t say any particu- 
lar month. I said the holdings, not the purchasings. 

Mr. Jounson. There has been more butter and cheese given away 
under these various programs. 

Mr. SuHerman. That is right. 

Mr. Jounson. Since the dairy farmer was flexed down to 75 percent 
of parity. 

Mr. Suerman. That is right. 

Mr. Jounson. Nothing stopped Mr. Benson from giving that away 
some time before. 

Mr. SuHerMan. I have no control over Mr. Benson. 

Mr. AperNEeTHY. Some of us wish we had. 

That is all right. Any other questions from anyone? 

Mr. Sherman, I hope you will not misunderstand my questions. I 
really appreciate your coming up here. You have not been well, I 
understand. I think you made an extraordinary effort coming by, and 
1 appreciate it. 

Mr. Jonnson. I would like to say for the purpose of the record, all 
the hearings we have held, I had charge with giving out time, along 
with Mr. Laird, in Wisconsin, and I did not notice it in the paper, but 
everybody who wrote to us was given a chance to testify. Everybody 
was given a right to testify. Dien 

Mr. Suerman. My intention was of writing to Mrs. Knutson, but 
circumstances interfered. 

Mr. Jounson. I thought that impression was out. We do not pick 
out people. Anybody may talk who wants to when we go in hearings. 
Am I right, Mr. Chairman ? f 
Mr. Anernetuy. That is generally the policy of the committee. 

Thank you. I hope you feel better. 

Mrs. Knutson. Mr. Art Gjervold is next. 
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STATEMENT OF A. H. GJERVOLD, PRESIDENT, CASS-CLAY COOPERA. 
TIVE CREAMERY ASSOCIATION, MOORHEAD, MINN. 


Mr. Gservotp. My name is Art Gjervold, of Moorhead. I am per- 
haps as near a producer as anyone in the room. I am a dairy farmer, 
operating together with my one son a 320-acre farm. I have a 
moderate-sized dairy farm. I have been milking 20 cows. 

At the present time we are expanding that to 30 cows. I think that 
that pretty well carries on with the same general run of procedure 
that is going on now throughout the dairy areas. 

I happen to be chairman of the board of Cass-Clay Creamery milk 
plant here that handles a very large portion of the milk marketed in 
this area. 

I have a prepared short statement here, and it is short, that I will 
ae to you at the present time, and comment a bit on it as we go 
along. 

Mr. Chairman and members of the committee, I want to thank you 
very much for the opportunity to appear before your committee. 
Yes, I want to thank you for making this opportunity possible for 
anyone with a real interest in dairying. I am sure the real purpose 
of these meetings is twofold. 

1. Are there any possible new ideas or plans that anyone can come 
forward with that can be used, either to improve or replace any pro- 
gram that we have used in the past. 

2. To find out what are the conditions as to the dairy farmer in the 
United States today. 

As to No. 1: I urge the committee to give full consideration to the 
use of the self-help plan for dairying. 

We are members of the National Milk Producers Federation, and 
support them in their move on the self-help plan. 

I believe it is important that any farm program be administered by 
— themselves. This is one important feature of the self-help. 

an. 

. We have seen some very bad tactics used in the past in the struggle 
over price-support laws. This was particularly true in the case of 
butter. We need not apologize for the price of dairy products. I 
am sure that a rorwurddooking program of advertising the public 
relations can stimulate consumption very much in line with produc- 
tion. The American consumer needs only to be told about the nutri- 
tional value of good quality dairy products, and the truth as to 
production costs. 

The consumer should also be reminded of the fact that an hour’s 
labor today will buy twice as much dairy products as it did 25 years 
ago. 

Lowering the support price on dairy products is not the answer to 
the dairyman’s problem, nor will it solve the problem of surplus 
production. 

at ra What are the conditions as to the American dairy farmer 
today ¢ 

I have compiled some figures on production costs and income re- 
ceived by the Minnesota dairymen that will be included in this 
statement. 

I believe that these figures will show that it is imperative that the 
level of price supports be raised. 
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The following are actual production and income and cost figures, 
taken from the Minnesota Dairy Herd Improvement records for 
1954, and are substantiated by those records: 

By the way, I may comment that I could have taken my own herd, 
but being in a milkshed where we sell grade A milk, and also that I 
think my herd’s level production is above the average, I knew that I 
would get a more fair comparison by taking figures from the Minne- 
sota DHIA records, of which we are a member. 

Now, I will give you the column of figures on production on a per- 
cow basis for 1954, the Minnesota average. 

Production per cow was 255 pounds, value of the product and the 
price was arrived at by taking the grade 1 manufactured milk at 
Cass-Clay Creamery at 84 cents per pound bf. 

Mr. ANpDRESEN. You are talking about butterfat, are you not ? 

Mr. Gservotp. That is right, figures on the basis of butterfat, and 
skim milk, whether it be livestock 

Mr. JENNINGS. Which way are you not in line—above average or 
below average? You said you were not using your own. 

Mr. GservoLD. I am above average. 

The gross price of 255 pounds production is $214.20 less delivery 
charge of $29.14, net value at the creamery of $185,06. 

Total feed cost is $102, return over feed cost, $83.06. Fixed costs, 
taxes, power, housing, and so forth, taken from the Minnesota Farm 
Management report No. 217, actual figures from dairy farms in the 
State per cow, $62.19, or a net return of $20.87. 

Now, in the State of Minnesota, the hourly labor charged against 
an average cow in the State is 100 hours. This leaves the return on a 
per-hour basis, of 20.9 cents per hour. I might comment there, some 
of the figures presented on this matter of costs previously were not out 
of DHIA records and feed costs were considerably higher. I think 
feed costs of DHIA are fairly conservative. 

I have one other column in which I took the 1954 DHIA average. 
This is production of a high level. All cows under DHIA testing 
throughout the test, and there we have an average of 359 pounds of 
butterfat, gross income, $301.56, hauling charge of $41.02; product at 
the creamery, $260.54; feed costs $126, deducted leaves $134.54; fixed 
costs $60.19, or leaving a net of $72.36. 

This then gives an average hourly wage of 72.4 cents. This is on 
high production. 

The average represents where we are now, not where we would like 
to be on production. We are increasing that figure. 

In 1936 it was 172 pounds, according to Minnesota Bulletin 218, 
1938 revision. But, even at today’s increased efficiency, our labor re- 
turn would be less than 21 cents per hour. 

If we are to go to the upper group, those averaging 359 pounds of 
butterfat, we find the labor return 72.4 cents per hour. That is 26.6 
less than the minimum wage allowed under the new wage-hour law 
going into effect on March 1 of next year. 

It must be remembered that probably only 15 percent of the dairy- 
men in the State ever reach that average. 

Taking the 1936 average production at today’s prices and costs, it 
would cost the farmer 27 Tonle each hour he spent in the barn for the 
privilege of cleaning barns, milking, feeding, and so forth. 
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The farmers who weathered the depression of the 1930’s would go flat 
broke in today’s price and cost situation, if they had not increased 
their average production from 172 up to 255 pounds, in those 18 or 
19 years. 

There is no simple cure-all for the lagging farm income of the pres- 
ent day. We should ask ourselves: At what level are we to support 
prices, so as to encourage sufficient production and still maintain price 
levels that will not bring on unjust mortgage foreclosures of family 
farms. 

Whether it be under a self-help plan, or the present type of price- 
support program, I believe the minimum support price for dairy 
products should be 90 percent of parity. 

The level of farm mortgage debt should pretty well indicate the 
necessary level of farm prices. 

The farm debt has risen steadily since 1945, which should prove 
conclusively that 90-percent supports are not too high. Price sup- 
ports should be at the same level on all commodities. 

As a dairy farmer, I am not interested in making a profit at the ex- 
pense of the farmer who raises feed grains. 

I favor a soil fertility bank plan provided that such a plan safe- 
guards the livestock producer. 

That said program be designed so as to lend stability to the practical 
family farm. 

Finally, I urge a stepped-up surplus disposal program, especially the 
school milk program and full use of dairy products to the needy. 

Thank you. 

Mr. Asernetuy. I thank you, Mr. Gjervold. 

Any questions ¢ 

Thank you very much. Call the next witness. 

Mrs. Knutson. Mr. Ernest Bartels, Jr., of Fergus Falls, is next. 

If he is not here then, is Mr. Farrar, of White Bear Lake, Minn., 
ready ¢ 


STATEMENT OF ERNEST BARTELS, JR., FERGUS FALLS, MINN, 
PRESIDENT OF WEST OTTER TAIL COUNTY FARMERS UNION 


Mr. Barres. Mr. Chairman and members of the House Agricul- 
ture Committee, my name is Ernest Bartels, Jr. I am a farmer at 
Fergus Falls, and also president of West Otter Tail County Farmers 
Union. I would like to make a little statement here. As I sent in 
for time, there were so ae requests, and it was requested that I 


should make my statement short, so that everybody could be heard, 
so I made it as short as possible. 

I wish to present to this committee the following testimony pertain- 
ing to the dairy situation in Otter Tail County. 

As a result of the drop in the dairy support prices, the dairy farmers 
of Otter Tail County have taken a terrific loss in dollars and cents. 

The following quotations of prices were taken from the official dairy 
records of a farmer in Otter Tail County, whose cream checks, receipts 
from December 1951, No. 1 butterfat, was 91 cents; February 1952, 
No. 1 butterfat was 92 cents; August 1953 was a drop, No. 1 butterfat 
was 56 cents; September 1954, No. 1 butterfat was 64 cents; April 
1955, No. 1 butterfat was 63 cents. 
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The preceding prices tell their own story. As a result of the drop 
in the dairy support price from 90 percent to 75 percent, the dairy 
farmer of Otter Tail County will take a loss for the year of 1955, to 
the amount of $1,064,234. 

This loss, plus losses on all other farm commodities, total $2,959,691, 
and reflects a tremendous loss in purchasing power. 

These losses are not only bankrupting family-type dairy farmers, 
hut also businessmen on Main Street. 

In 1950 the farmer could buy a 3-bottom John Deere tractor with 
2,400 pounds of butterfat. Today it takes 4,440 pounds of butterfat to 
buy a 1955 3-bottom tractor. 

It takes a farmer with a good herd of 15 cows an extra 135 days 
to produce the extra 2,140 pounds of butterfat to pay the increased 
cost of this tractor. 

There has been in the last 5 years a tremendous raise in the protein 
feed that the farmers purchase, higher taxes, higher interest rates, 
and higher living costs. The Otter Tail County farmers are in need 
of 100-percent parity, favoring the production payments, if they are 
to remain on the family-type farms. 

I thank you very much. 

Mrs. Knutson. Mr. Farrar is not here. Mr. Paranteau, of Brooks, 
is a cheesemaker, and he will be our next witness. 

Mr. Paranteau? He will not be here. 

Is Mrs. Sumption, of Longville, Minn., here? 

(There was no response. ) 

Mrs. Knutson. Anyone from Red Lake Falls? Anyone from 
Mahnomen ? 

Is Mr. Stack, of Osakis, here ? 

(There was no response.) 

Mrs. Knutson. Mr. Tomnerdahl, of Hoffman? 

(There was no response.) 

Mrs. Knutson. Vyron Northup, of Puposky! Is he here? 

(There was no response. ) 

Mrs. Knutson. And Albert Forsell, of Twin Valley? 

Mr. Apernetuy. Have a seat, sir. 


STATEMENT OF ALBERT FORSELL, A FARMER, REPRESENTING THE 
FARMERS UNION, TWIN VALLEY 


Mr. Forsett. Mr. Chairman and members of the committee, I am 
Albert Forsell, of Twin Valley, Minn. I represent the Farmers 
Union on behalf of the dairy farmers of Norman County. 

I maintain a dairy herd of 14 cows with about 400 pounds average. 
The drop from 90 to 75 percent in parity support meant about $500 
loss in my income. 

Our creamery at Twin Valley handles something over 2,500 thou- 
sand pounds of butterfat in 1 year. That is $50,000 less income for 
the farmers in the Twin Valley area, which naturally cuts the income 
for the business people that much. 

The 11 creameries in Norman County handle some over 2 million 
pounds of butterfat. So the 15-percent cut in support would mean 
roughly about $20,000 less income for the dairy farmers in Norman 
County and the business people there. 
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The prices of other commodities are rising above wartime levels 
and our farm products prices are going down, and it makes it impos- 
sible for the farmers to enjoy a standard of living comparable to other 
segments of society. 

think very urgent that support on dairy products be raised up to 
90 percent at least, to protect our farmers and our Nation. 

Mr. Asernetuy. Thank you, Mr. Forsell. 

Mr. Forsetx. Thank you, sir. 

Mrs. Knutson. I would like to call on Mr. Art Hansen. 


STATEMENT OF ART HANSEN, DAIRY FARMER 


Mr. Hansen. Mr. Chairman and members of the committee, there 
is one thought that has not been brought out here that I think has 
enough merit, and that I would like to have entered in the record for 
further consideration. 

That relates to the Federal milk marketing orders. It has occurred 
to me that if the Secretary of Agriculture established a relationship 
between the price of manufacturing milk and grade A or bottling 
milk, that we might do away with some of the evils that were dis- 
cussed here this morning, that of a blend price supporting manufac- 
turing prices to the extent that it incurs and accomplishes the effect 
of peop e expanding dairying in areas where they have these abnormal 
hi rices, 

i think that the Secretary would be justified in doing that. In all 
of our other support prices he establishes the price for the grade 2 
commodities, and so on, in grains and other commodities, that is sup- 
ported by the commodity credit funds. 

I think this one thing would go a long way to curing the evils that 
have worked into Federal milk marketing orders here. 

I do not think it is out of order, I do not think it would be hard to 
accomplish at all. 

For instance, if before they could raise the price of grade A milk 
too far they would have to take the price of manufacturing milk along 
with it, and, of course, I think that we should necessarily have some 
fluctuation in there to account for the periods of long and short supply, 
but some basis could be worked out. 

For instance, just for the sake of illustration, we could say that 
bottling milk should be worth $1 a hundredweight more than manu- 
facturing milk in times when the supply is short. 

I think that would be sufficient to attract enough grade A milk on 
to the market, and then in times when it was long in supply it could be 
reduced to, say possibly 50 cents separated. It Gena be fluctuated— 
maybe that is not the right figures, but I think the idea is worth 
consideration. 

I thought I would like to get it out here. 

Mr. Anernetuy. What you have in mind is the Secretary working it 
out under some formula to establish parity price for certain grades of 
milk for certain periods of time, and announce that to the public? 

Mr. Hansen. I am thinking not so much of fixing parity, but a 
relationship between the price. 

Mr. Apernetuy. Your idea is to have that established, and to let the 
public know what the parity is on a quart of milk. 
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Mr. Hansen. I wasn’t thinking so much of that, sir, as I was of 
establishing a relationship between the manufacturing milk price and 
the bottling milk price. 

Mr. Asernetuy. He could do that if he goes back over the records 
of the past few years; could he not ? 

Mr. Hansen. I think he could, I think he could find it, a pattern 
to go by. 

Mr. Aprernetuy. Do you feel that some of the milk producers in 
the areas where they have milk orders, milk marketing agreements, 
are not suffering like the producers outside the order areas / 

Mr. Hansen. That is right. 

The Cuarrman. They are getting a fair price for the milk produced 
around New York, up there where Mr. Williams comes from. 

Mr. Wriu1ams. Mr. Chairman, why do you single out New York? 
There are 50, 60 or more marketing orders in this great country of 
ours. 

I wonder if you producers realize that only about 48 percent of the 
milk in that great milkshed is consumed as class I, as you call it, and 
52 percent of it goes to manufacturing ? 

r. Hansen. I think that is the very point that I was trying to 
correct. 

Mr. Wriu1AMs. I just want to point this out to you, too, that you 
know that a great percentage of your great manufactured products is 
consumed in our great eastern markets, too, so do not criticize, gentle- 
men, our economy in the great State of New York. You do find a 
market there for your manufactured products, and a great percentage 
of them. I think we are entitled, my friends, to some of the advan- 
tages of our home markets. 

You know, in addition to your dairy products, we are very liberal 
in buying your grains that are needed in this great area. We are 
glad to get them. The grains are a good quality. Do not forget it. 
We are contributing to the economy of the great Northwest, in more 
ways than one. We are willing to share that manufactured market 
with you, but we will fight, gentlemen, for the fluid market. 

Mr. AserneTuy. I do not think anybody, certainly not this witness, 
would blame you for fighting for the fluid market. He wants the same 
advantages for this area that you have in that area. 

Mr. Wit11aMs. The same advantages are here, if he avails himself 
of the same opportunities. 

There is nothing in the marketing order, sir, that prevents you from 
participating in that market if you meet the requirements. There are 
no interstate questions in that marketing order whatsoever. Point 
out one to me and I will 

Mr. Hansen. No; I don’t intend to point out one, and that was not 
my point that I was making. 

I am not opposed to Federal milk marketing orders. I think they 
have served a very useful purpose, and can continue to serve a very 
useful purpose, but I think, because of a system that has crept into 
milk marketing orders in some of the States—and I am not singling 
out any particular area—— 

Mr. AnerneTtHy. I am the one who singled out New York, but I will 
take Philadelphia. 
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Mr. Hansen. But I do think you will all agree, when you pay the 
farmer a blend price, an average price between the high and manufac- 
turing price, they are at an advantage over the people who do not have 
that system, do not have that privilege. 

Mr. AserNeruy. I am prompted by the observations of my friend 
a moment ago to ask: Why do you not have a milk marketing order 
in this area ¢ 

Mr. JoHnson. It will not de them any good. They do not have the 
people to drink the fluid milk. 

Mr. Hansen. My contention is that Federal milk marketing orders 
work wonderfully well over big metropolitan centers. We are a sur- 
plus producing area out here, and we do not have the situation that 
you have in the eastern cities, but I do believe that this thought that 
I intended you to bring in here does have some merit, in that a ratio 
could be established here. 

Mr. Aperneruy. I just do not clearly understand what you have 
in mind. I am not sure. I think that I know that you want the 
Secretary to establish a price and make a differential between different 
grades of milk. 

After he does that, what is your next step? 

Mr. Hansen. I think that that in itself would go a long ways. 

For instance, if the bottling milk could not go more than a dollar 
above the manufacturing price, then this advantage that the people 
have within these milksheds would not be so extreme that they would 
be able to produce manufacturing products, and dairy products at a 
price that we cannot compete with them, which actually—— 

Mr. Anernetuy. In other words, you are at a disadvantage in com- 
peting with them because they consume more of their locally produced 
milk in these thickly populated areas ? 

Mr. Hansen. Definitely. 

Mr. AnpresEN. Is it not correct that they have an advantage there 
because they live contiguous to the large consuming areas ? 

Mr. Hansen. That is true. 

Mr. Anpresen. Whereas if we attempt to ship milk, the same quality 
milk they produce, into their area, the transportation costs would 
nearly eat up the price of the milk ? 

Mr. Hansen. That is true. I do not think by any stretch of the 
imagination that people in the State of Minnesota could put fluid 
milk on the New York market and compete, but I think they should 
have the privilege of competing on manufactured products not only 
in their markets but all markets. 

Mr. Jonnson. You do not mean compete. You do not think the 
man in the New York market—I do not know whether he is or not, I 
am just using this as an assumption—should be causing you such hard 
times in the production of butter and cheese ? 

Mr. Hansen. I think he is, and because his manufactured milk is 
being paid for at a blend price. That is the point. I think the Secre- 
tary would be justified in narrowing that blend price and controlling it. 

Mr. AnpresEN. In that way it is your theory that that would reduce 
the production of milk so there would be less milk that would go into 
manufactured products, and create a better market for our manu- 
factured products here? 

Mr. Hansen. I think it would. 





INVESTIGATION OF DAIRYING, 1955 437 


Mr. Anperneruy. May I ask this question: Would what you propose 
amount to Government price fixing ? 

Mr. Hansen. No; it wouldn’t necessarily mean price fixing. It 
could be establishing the spread between the two types of products. 

Mr. Anerneriy. But it would fix the price between the two levels, 
would it not ? 

Mr. Hansen. It would tie the two together. 

Mr. Asernetiy. As one went up the other would go up with it. 
It would fluctuate. They would do that together. 

Mr. ANpresen. They fix the price in the marketing orders. They 
are a guide in the area, and they take a referendum vote on it. Then 
it is up to the Secretary whether or not he wants to approve them. 
In that way there is a price fixing for both the fluid milk and the 
manufactured milk. The blend price is higher than the price out 
here, and it becomes a price-fixing matter, which is 

Mr. Hansen. It is not the same thing, though. 

Mr. Jounson. May I ask just one question ! 

In summing up what you have been getting at, would this be true: 
That if they insist on producing so much surplus milk, then you think 
for their total product: they should receive less money; if they want 
to reduce production in line with what the fluid market would take, 
then you have no objection in giving the high price? 

Mr. Hansen. That is right. But presently their fluid price is sub- 
sidizing the milk for manufacturing purposes and giving them an 
unfair advantage. That is my contention. 

Mr. ANDRESEN. How do you feel about establishing national public 
health standards for milk, instead of having the communities and 
States establish their own standards? 

Mr. Hansen. I am all for it. I think that is a good thing, and we 
can accomplish it very soon. 

Thank you. 

Mr. Aspernetuy. Thank you very much, Mr. Hansen. 

The time has just about been consumed. We have.a trip ahead of us. 

Undoubtedly there may be witnesses or people in the room, I should 
say, who would like to file statements with the committee, expressing 
their views regarding certain farm programs, and matters. 

You will have this privilege and you may prepare your statement 
and send it either to Mrs. Knutson or the clerk of the House Com- 
mittee on Agriculture, or just mail it to the House Committee on 
Agriculture, Washington, D. C., and it will be incorporated in the 
record. 

(The statements are as follows:) 


STATEMENT OF HON. ORVILLE L. FREEMAN, GOVERNOR OF MINNESOTA 


MOVEMENT OF MILK AND MILK PRODUCTS 


Your committee is aware of the importance of dairying to the economy and 
people of Minnesota. In 1954, dairying accounted for $233 million or almost 
one-fifth of all cash farm income in Minnesota. Manifestly, any serious dis- 
location of that basic industry is a major concern to everyone in Minnesota. 

The position of Minnesota dairying in the Nation’s agriculture makes the 
problems of Minnesota dairying a matter of importance to the national interest. 
The State’s importance in the manufacture of dairy products is indicated by 
its relative positions as the Nation’s largest producer of butter, second in pro- 
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duction of nonfat dry milk solids, and third in its production of cheese. Minne. 
sota produces nearly one-fifth of the country’s nonfat dry milk solids for human 
consumption, and 6 percent of all the cheese. 

Over a period of many years, certain artificial barriers to the free move- 
ment of milk and milk products have developed. In 1953, the Minnesota Legis- 
lature, by House Concurrent Resolution No. 21, created an interim commission to 
study and evaluate Minnesota laws dealing with the production, processing, 
marketing, and sale of agricultural products including dairy products. That 
commission was specifically directed to include in its study an investigation of 
the laws of other States and of the United States, and to submit its report and 
recommendations to the legislation not later than January 15, 1955. In its re- 
port, that interim commission recomended that— 

“The Minnesota legislature adopt a resolution urging the Congress and the 
United States Public Health Service to further develop requirements for inter- 
state transportation of dairy products and to eliminate artificial trade bar- 
riers.” 

On March 7, 1955, the Minnesota Legislature resolved that— 


“the President and the Congress of the United States be requested to do all 
in their power to further extend and develop the use of the United States Pub- 
lic Health Service Milk Sanitation Code and to insure the unrestricted inter- 
state movement of dairy products whose quality conforms to the standard of 
that code.” 


And that— 
“we request Congress to amend the Agricultural Marketing Agreement Act of 


1937 to provide that prices of all milk sold under provisions of Federal mar- 
ket orders must be related to the general level of manufacturing milk prices; 
and to provide that prices of class 1 milk shall be revised downward when pro- 
duction in the milkshed embraced within each Federal order shall be in excess 
of 115 percent of class 1 requirements in the low season of production; and to 
provide further for the elimination from such orders of all provisions designed 
to discourage, or which have the effect of burdening and obstructing shipments 
of milk or cream from any production area in the United States to any marketing 
area regulated by a Federal milk order” (Laws 1955, resolution No. 4, p. 
1597). 

Finally, the Minnesota Legislature enacted Laws 1955, chapter 840 (approved 
April 25, 1955) by which the Minnesota attorney general was authorized to 
study the free movement of milk and dairy products in interstate commerce, 
and to present the results of such studies to the legislative and executive agen- 
cies of the Federal Government or other States, and to contest statutes, ordi- 
nances, regulations, and other barriers which restict the sale in other States of 
Minnesota milk and dairy products. 

The problems to which I now direct your attention have developed a magnitude 
and urgency which make them a major concern of both the legislative and execu- 
tive branches of our State government and of all the people of Minnesota. 


1. Sanitary regulations 


Since 1856, the myriad of State and local jurisdictions in the United States 
have been enacting laws and ordinances to protect the sanitary quality of milk. 
We emphasize that we do not suggest that the Congress do anything which would 
lower the actual safeguards of the public health. The susceptibility of milk to 
contamination, its excellence as a medium for the growth of bacteria, and the 
widespread use of milk as a principal item of diet, all require that the sanitary 
quality of milk be fully protected. 

We do suggest, however, that the multiplicity of local regulations and the ex- 
treme disparity between their different requirements demonstrates that many 
of them cannot be justified on a public health basis. For example, the United 
States Department of Agriculture has referred to “the chaos resulting from 
this uncertainty over the exact public health significance of any given bacteria 
count.” One study of the sanitary milk legislation of 84 large cities disclosed 
that the ordinances of 9 cities did not specify any standard at all, while the 
other 75 city ordinances ranged all the way from 25,000 bacteria per cubic 
centimeter or less for milk for pasteurization in 8 of those cities to 6 cities 
which had standards of over 300,000. 

The wide and sometimes weird variations in the requirements for lighting 
and ventilating milking barns, the specifications for materials and construction 





INVESTIGATION OF DAIRYING, 1955 439 


of barns and milkhouses, and the different prescribed locations of barns, milk- 
houses, cowyards, and manure storage render it impossible for many dairy 
farmers to comply with the ordinances of more than a single market. Most 
sanitary codes require farm inspections. The most common requirement is 
1 or 2 inspections per year, but the range is all the way from 1 to 6 visits an- 
nually. Many cities require the sampling of milk at periodic intervals, but the 
number of samples required ranges all the way from 4 to 24 each year, and no 
sampling at all is required in other municipalities. 

Obviously, such extreme variations in requirements cannot possibly be justified 
by considerations of public health. It is an open secret that many so-called 
health ordinances which obstruct the free flow of milk are based upon economic 
considerations rather than public-health reasons. The interstate problem 
created by such unduly restrictive requirements is not new, but its adverse 
effect has been intensified by the development of techniques and facilities for the 
long-distance movement of fluid milk in bulk. Under stress of wartime short- 
ages, it was not at all uncommon for fresh, fluid Minnesota milk to be shipped 
all the way to Texas, Florida, and the Atlantic coast. We have not been able 
to discover any significant number of instances in which that milk was not safe 
and sanitary at its distant destination. But with an increase in local milk 
surpluses since the war, Minnesota milk handlers have experienced a renewed 
vigor in the enforcement of the local sanitary requirements. The conclusion 
is inescapable that local economic advantages, rather than considerations of 
publie health, account for many of the artificial barriers to the interstate move- 
ment of milk. 

The movement of milk is obstructed by local sanitary regulations in four 
principal respects, viz (1), absolute prohibition of milk from outside sources, 
(2) differences between the requirements of different jurisdictions, (3) dis- 
criminatory application of the requirements, and (4) excessive duplication of 
inspections. 

Examples of absolute prohibition of outside milk are those ordinances which 
forbid the sale of milk which is produced on a farm more than so many miles 
from the city limits or which is pasteurized at a plant which is located outside 
of the city limits or more than a specified number of miles from the city. That 
type of ordinance has been declared unconstitutional by the United States 
Supreme Court, but it nevertheless is still enforced in several cities. The most 
common prohibition of outside milk is found in those jurisdictions which flatly 
refuse to admit milk which was produced or processed in another jurisdiction 
having substantially the same standards. 

Differences between the requirements of different jurisdictions are important 
in two principal respects. They constitute the basis for one city’s refusal to 
accept inspection by another city; and the excessive expense or utter impossi- 
bility of complying with both sets of standards limits to one city or the other the 
market for the milk from a particular farm. 

There is evidence that there is discrimination in applying sanitary standards. 
While confessions are understandably rare and absolute proof is difficult, there 
is evidence that distant farms and plants are inspected more rigidly than those 
nearby or that the inspections of outlying farms become more strict when 
local supplies of milk are more abundant or in surplus. 

Finally, the excessive duplication of inspections is an undue burden in some 
cases. The duplicated inspection expense militates against qualfiying milk 
for all possible markets. Some farmers and handlers experience difficulty in 
determining which markets to seek approval in the absence of assurance that 
they will be relatively constant and substantial outlets. 

The consequence of such prohibitions, differences, discriminations, and dupli- 
cations is that qualified milk is not free to flow from one market where it is 
not needed to another market where it could be used. Rather, each market 
tends to create its own high-cost surplus while low-cost milk of equal qaulity 
backs up in the areas of best production and creates in those areas a surplus 
of manufactured milk. 

Thirty-three years ago, the Federal Government recognized the effect of those 
local health ordinances. In 1923, the United States Public Health Service 
created an Office of Milk Investigations. A study then disclosed the wide vari- 
ance between the many State and local milk regulations. It showed that the 
public-health basis for certain requirements was questionable, that others were 
either unnecessary or impractical, and that there were extreme differences with 
respect to the same sanitation item. In 1924, a recommended milk ordinance 
was published by the Public Health Service; and in 1927, it issued a code which 
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listed the public health reasons for each requirement and described satisfactory 
compliance. That recommended ordinance and code has periodically been re- 
vised to include modern techniques and developments, the latest revision being 
that of 1953. 

The United States Public Health Service has also developed a system for 
rating city milk supplies and a cooperative program for the certification of 
interstate milk shippers. That recommended ordinance and code are now in 
effect in approximately 2,000 municipalities and counties, and the milk plant 
ratings published quarterly are a ready reference to sources of acceptable milk. 
We know of no responsible authority who questions the reliability of that rec- 
ommended ordinance and code or its adequacy to protect the public health, 
Unfortunately, however, there is no Federal law which requires the application 
of those standards to milk and dairy products in interstate commerce. 

The States’ power to regulate milk is, of course, an exercise of the police 
powers reserved to the States by the Federal Constitution. It is true that the 
eourts, in a number of cases, have declared unconstitutional many State and 
municipal restrictions which are not reasonably related to the protection of 
the public health. However, legal actions to invalidate burdensome sanitary 
ordinances have not effectively eliminated those artificial barriers to the free 
flow of milk. The cost of carrying to the Supreme Court a legal case to 
establish the unconstitutionality of a single city’s ordinance usually far exceeds 
the total revenue which the successful plaintiff can expect to receive from its 
additional sales in that city for many years. Furthermore, there are just too 
many such ordinances. The extermination of them by individual lawsuits 
partakes too much of attempting to ward off a rainstorm drop by drop. 

On the other hand, the Federal Government has authority under the Con- 
stitution to control milk shipped in interstate commerce. It has at hand both 
an ordinance and a code and also a rating system of demonstrated, practical 
value and validity. Its strength has resulted from the need which it fills and 
the consequent voluntary adoption of it in 2,000 jurisdictions which conscien- 
tiously safeguard the health of their inhabitants. In thousands of other juris- 
dictions, however, the sanitary protection of that ordinance and code is not 
available and those walled cities will continue to obstruct the Nation’s com- 
merce in milk until the Congress provides the only effective remedy. 

We, therefore, respectfully urge that the Congress enact legislation that the 
production, transportation, processing, handling, sampling, examination, grading, 
regrading, and sale of all milk and milk products sold for ultimate consumption 
in any State of the United States or in the District of Columbia during or 
after the transportation of such milk and milk products in interstate or for- 
eign commerce; the inspection of dairy herds, dairies, and milk plants; the 
issuing and revocation of permits to milk producers, haulers, and distributors: 
and the fixing of penalties, shall be regulated only in accordance with the terms 
of the unabridged form of the ordinance in Milk Ordinance and Code—1953 
Recommendations of the Public Health Service, a certified copy of which shall 
be published in the Federal Register. 

2. Federal Milk Marketing Orders 

The other major category of artificial barriers to the free shipment of milk 
is certain provisions of many milk marketing orders issued under the Agricul- 
tural Marketing Agreement Act of 1937. We emphasize that we are not opposed 
to Federal milk marketing orders. On the contrary, we support them. We 
endorse the concept of orderly marketing conditions which is the proper goal 
of those orders. We concur in the purpose to equalize the cost of milk to all 
handlers who sell in the same market. We recognize that proper compensa- 
tory payments are essential to effective functioning of marketwide pools. One 
Federal order now regulates the Minneapolis-St. Paul market. Another Federal 
order now regulates the Duluth-Superior market. A third order is being pro- 
posed for the Fargo-Moorhead area. Thousands of Minnesota farmers now 
sell their milk in federally regulated markets. Their experience by and large, 
has been good. In short and most emphatically, we are for Federal milk market- 
ine orders. 

We do believe, however, that certain cancerous tissues have developed in the 
body of Federal orders; and we think that the life of the Federal order system 
ultimately will depend upon whether those cancerous spots are cut out. Our 
coneern for the life of the patient impels us to recommend prompt surgery to 
eliminate those cancerous spots. That interest in the patient should not. be 
misconstrued as an intention to kill the patient. 
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We identify as the cancerous spots in the body of Federal regulation the 
following four specific areas: (a) pricing formula which create uneconomic 
surpluses rather than an adequate supply; (b) performance requirements which 
discriminate against handlers who must sell a substantial portion of their milk 
in other markets; (c) allocation requirements which arbitrarily discriminate 
ugainst outside milk, and (d@) compensatory payments which penalize nonpool 
milk by establishing its cost higher than the cost of pool milk instead of equaliz- 
ing the costs of both nonpool milk and pool milk. 

(a) Pricing formula.—We think that all four of those areas of criticism stem 
from a single source, that is, a disregard or distortion of the fundamental pur- 
poses of the Agricultural Marketing Agreement Act of 1937. Prior to 1937, prices 
of agricultural commodities were disastrously low. One of the most important 
price-depressing factors was the practice of processors playing off individual 
producers or producer groups against each other when negotiating the price to 
be paid for their products. The entire structure of the marketing agreement act 
is based upon the achievement of fair prices to producers by eliminating that 
practice by prescribing uniform prices to be paid for all milk delivered by all 
producers either to the same handler in the case of individual handler pools or 
to all handlers in the case of marketwide pools. In either event, the whole 
regulatory scheme is bottomed on rendering it impossible for any handler to buy 
milk from one producer or group cheaper than from another producer or group. 
That’s fundamental. 

That concept of equal cost to the handler for the protection of producers is 
coupled with a second fundamental concept. For the protection of the handlers 
and consumers, the act required that, “Whenever the Secretary (of Agriculture) 
finds * * * that the parity prices * * * are not responsible in view of * * * 
conditions which affect the market supply and demand for milk and its prod- 
ucts * * *, he shall fix such prices as he finds will * * * insure a sufficient 
quality of pure and wholesome milk, and be in the public interest.” 

Consequently, the twin concepts of uniform prices and adequate supply must 
be related to each other. Disregard of that relationship is the root cause of 
the milk order gimmicks which may be the seeds of the destruction of the whole 
Federal order system. 

What constitutes an adequate supply of milk admittedly may be different for 
various markets and may be different for the same market at different seasons 
of the year. On the one hand, it must be recognized that a perfect balance 
where the supply exactly equals consumption is not an adequate supply. Some 
margin of supply over demand must be allowed to provide for inventories and 
situations in which one handler has more than enough milk lest another be 
short. Furthermore, it must be recognized that a supply slightly in excess of 
demand during the flush season will not be adequate during the season of low 
production. On the other hand, it must be recognized that a supply which is 
adequate during the period of low production in the autumn almost certainly will 
be more than adequate during the flush season in the spring months. Variations 
also may occur from year to year. However, there does appear to be substantial 
agreement that a supply which ranges between 105 and 120 percent of the demand 
for fluid milk in the season of short supply will be fully adequate for the entire 
year. 

Notwithstanding that agreement, there is evidence that the uniform prices 
in some markets have been so high that they have stimulated production of 
substantial surpluses instead of only the adequate supply contemplated by the 
act. A recent study by the United States Department of Agriculture disclosed 
that, in a significant number of markets, the volume of milk received from pro- 
ducers in months of low production substantially exceeded the quantity of milk 
used in fluid form. Furthermore, the trend appears to be in the direction of 
surplus rather than adequate supply in an increasing proportion of the federally 
regulated markets. 

The pricing formula of too many Federal orders are creating surpluses rather 
than adequate supplies of milk when nearly one-half of all Federal markets 
(47.92 percent in October 1954) receive in the season of low production more 
than 120 percent of their fluid milk requirements. Significantly, too, the trend 
(except for the 1 month of November 1953) has been both uniformly and sub- 
stantially in the direction of larger surpluses. The percentage of Federal markets 
receiving more than 120 percent of their fluid milk requirements in the short sup- 
ply month of October was 15.55 percent in 1952, 33.33 percent in 1953, and 47.92 
percent in 1954, 
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TABLE 1.—Utilization percentages; Milk received from producers as percentage 
of milk used in fluid form or forms requiring equal health approval, in the 
months of October and November in 1954, 1958, and 1952 in 48 Federal order 
markets 


October 


Over 120 percent 
115 to 120 percent 


Subtotal (over 115 percent)....... ......-.-....-- 
110 to 115 percent. _.....-....-.. Se ole ae del 


Subtotal (over 110 percent) 
BOG £0: ERD STORIE Line da rie hh ds orig tp dws viii y 


Subtotal (over 105 percent) 
100 to 105 percent 


Subtotal (over 100 percent) 
Under 100 percent 


Total markets 


Source: U. 8. Department of Agriculture, Regulations Affecting the Movement and Merchandising of 
Milk, Agricultural Marketing Service, Marketing Research Report No. 98, table 18, p. 47 (June 1955). 


Section 8c (18) of the Agricultural Marketing Agreement Act of 1937 now di- 
rects that the Secretary of Agriculture “shall fix such prices as he finds will * * * 
insure a sufficient quantity of pure and wholesome milk.” Manifestly, we think, 
the Secretary has not done so. We respectfully urge, therefore, that that section 
of the act be amended so as to provide for immediate, automatic, and substantial 
reductions of uniform prices for fluid milk for the following year whenever any 
market’s receipts in October or November of any year exceed 115 percent of the 
milk used in fluid form in that market during such month. 

Parenthetically, we point out that while our advocacy of lower fluid milk prices 
in surplus markets may reduce the retail price of fluid milk to consumers, it cer- 
tainly does not follow that a reduction in fluid milk prices will result in lower 
prices being paid to farmers. It must be remembered that farmers do not receive 
the fluid milk price. Rather, they receive a blend price which is a composite of 
the fluid milk price and the manufactured milk price. The excessively high fluid 
milk prices have brought forth large surpluses which can be sold only for manu- 
facturing. Consequently, as fluid price has gone up, the manufacturing price 
has gone down. If the rise of the dollar amount of fluid purchases equaled the 
decline of the dollar amount of manufactured milk purchases, the farmers’ blend 
price would remain the same. They would neither gain nor lose; but the con- 
sumers would pay more and the milk manufacturing pay less. What actually hap- 
pens, however, is that as fluid prices increase, they temporarily pull up the 
farmers’ blend price but ultimately bring forth additional surpluses which go into 
manufacturing, depress the manufactured milk price, and pull down the farmers’ 
blend price. When that happens, the consumer pays more, the farmer receives 
less, and the local milk manufacturers gain the advantage of reduced manufac- 
tured milk costs. 

That situation points up a price relationship which some Federal orders have 
ignored to the serious detriment of producers of manufacturing milk. That is the 
spread between fluid milk prices and manufactured milk prices. Prior to 1953, the 
parity equivalent of manufactured milk was 88.5 percent of all milk sold whole- 
sale by farmers. Since 1953, that has been dropped to 83.7 percent. While we 
strongly favor returning that ratio to 88.5 percent, either of those ratios repre- 
sents a more fair and realistic relationship between manufactured milk prices and 
fluid milk prices. In the Minneapolis-St. Paul market area, the Federal order 
has maintained a reasonable and realistic spread between the fluid price and the 
manufactured price. The relationship between a reasonable class I price and a 
fair manufctured milk price in the Twin Cities has resulted in a comparatively 
satisfactory blend price for fluid producers. With a reasonable class I price in 
the Twin Cities, one of the richest dairy areas of the United States, we have not 
suffered under excessive surpluses of class I milk, and the percentage of fluid 
utilization of producers’ milk is increasing. Last month, the class I price was 
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$3.957, and the class II price was $3.010—a spread of only $0.947. Percentage- 
wise, the manufacturing price was 76 percent of the fluid price. 

By contrast, for example, the class I-A price in New York last month was 
$5.52, and the manufactured price was $2.898—a spread of $2.722. Percentage- 
wise, the manufactured price in New York was only 52% percent of the class I-A 
price. Significantly, New York has a burdensome surplus of fluid milk, and it is 
rr getting worse (fluid utilization of producers’ milk is decreasing each 
year). * 

We think that it is plain that the New York consumers’ payments of high class 
I prices constitute, in effect, a subsidy of the New York milk manufacturers in 
the form of unduly low manufacturing milk costs, and with no advantages to 
New York dairy farmers whose blend price is being pulled down by the low 
manufactured price. 

We question whether it is justifiable Federal policy to subsidize by force of 
Federal law the manufacture of dairy products from high cost but low priced 
New York milk to the competitive disadvantage of dairy products manufactured 
from low cost but higher priced Minnesota manufacturing milk. We, therefore, 
urge that the Marketing Agreements Act be amended to require that the uniform 
price for manufacturing milk must not be less than a specified percentage of 
the uniform price of milk for fluid use. 

(b) Performance requirements.—Federal orders commonly include two kinds 
of performance requirements for handlers’ participation in a Federal market 
pool. They require that all of a handler’s milk (whether sold in the order 
market or elsewhere) must be pooled and paid for at the market’s uniform 
prices either (1) if the plant sells any milk for bottling or distributes any milk 
in the market, or (2) if the plant sells a specified minimum proportion of its 
milk or a specified minimum quantity of milk in the market. As a consequence 
of such performance requirements, each handler who sells part of his milk 
for fluid use in an order market and part in unregulated markets must decide 
whether he can get high enough prices in the unregulated markets to enable 
him to pay all producers for all of their milk the uniform prices prescribed by 
the order market. If he cannot get such prices in the unregulated markets, 
then he must either abandon his unregulated outlets and try to sell all of his 
milk in the order market or else abandon his business in the order market and 
confine his sales to the unregulated markets. 

Instead of insuring a sufficient quantity of milk for the order market, the 
plain effect of those requirements is to drive out of the order market the volume 
of milk previously supplied by a plant which cannot afford to pay its producers 
that market’s uniform prices for other milk which must be sold elsewhere in 
competition with unregulated plants’ unpriced milk. The unfairness of re- 
quiring a plant to pay one Federal market’s prices for milk which it sells in 
other markets is most acute in the case of plants which regularly have supplied 
several markets. With the rapid increase in Federal orders in recent years, 
such performance requirements can successively squeeze such a plant out of 
several markets. If the plant happens to be a farmers’ cooperative, it is 
particularly ironic that a law which was intended to bolster the producer’s 
prices for his milk should be abused to drive his milk out of his best markets. 
It is no secret that the larger handlers in Federal markets value those require- 
ments for their effectiveness in squeezing out their smaller competitors rather 
than either for insuring a sufficient supply of milk or for protecting the 
producers’ prices. 

The decision of the Secretary of Agriculture with regard to the St. Louis, Mo., 
Marketing Agreement (18 F. R, 4123, July 10, 1953) attempted to justify such 
exclusion on the grounds (1) that “plants selling primarily to other markets 
or * * * shipping milk on an opportunity basis to any market which happens 
to be short, do not represent reliable sources of milk” and (2) that if such “in 
and out” plants can sell a token quantity of milk in the order market when their 
class I sales are low and withdraw when their class I are high, they would gain 
an advantage by paying blend prices while selling at class I and by drawing 
equalization payments while selling more at class II. It is false to assume that 
a plant is not a reliable source of supply or that it is an in and out plant simply 
because the volume of its sales in an order market are not large enough to enable 
it to pay that market’s uniform prices for milk which is not sold in that market. 
A plant may supply 10 percent of its milk to a particular market just as regu- 
larly and reliably as another plant delivers 90 percent of its milk to the same 
market. We are not aware of any legitimate justification for one market pricing 
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milk which never goes to that market. Yet that is a common practice which 
clearly obstructs the free movement of milk. 

(c) Allocation requirements.—BE\very Federal order in the country provides 
that a pool handler’s receipts of nonpool milk from an unregulated handler must 
arbitrarily be assigned to the lowest available use classification regardless of 
the actual use which is made of that milk. Conversely, all pool milk must arbi- 
trarily be classified in the higher use classification before any outside source 
milk can be so classified. The result of such arbitrary use classification is to 
require the handler to pay into the pool, in addition to the actual price of the 
outside milk, a compensatory payment equal to the difference between the class IT 
price and the class I price. Because that difference and, hence, the amount of 
the compensatory payment is usually more than the difference between the actual 
price of the outside milk and the class I price, the sum of the actual price plus 
the compensatory payment makes the total cost of outside milk more than the 
class I price. Consequently, the effect of such arbitrary classification is to bar 
outside milk from the market except when the market is so short of pool milk 
that a handler must incur the excessive cost of outside milk (actual price plus 
compensatory payment) in order to get enough outside milk to supply his needs. 

The outrageous result of such arbitrary classification has been to provide, in 
some orders, for the suspension of those allocation requirements during periods 
of short supply. We sumbit that the act must plainly prohibit arbitrary alloca- 
tion of other source milk to the lowest use classification. Otherwise, the market 
orders will be the foundation for an economic Chinese Wall around each market 
area. 

(d) Compensatory payments.—Perhaps no aspect of the Federal market orders 
has provoked more controversy than the subject of compensatory payments. 
They are not specifically authorized by the act. The Department of Agriculture 
has attempted to justify them under the provision of section 8c (7) (D), which 
provides that milk orders may include provisions which are— 

“Incidental to, * * * and necessary to effectuate the other provisions of 

such order.” 
It appears to be the Department’s position that the compensatory payment provi- 
sions are incidental or necessary to render effective the classification and pooling 
provisions of the orders. We confess some difficuty in justifying compensatory 
payments as “necessary” when there are no compensatory payments in four 
Federal order markets with marketwide pools. 

Handler pools have no provisions for compensatory payments, because they 
have no equalization payments to attract unneeded plants. In marketwide pools, 
however, each handler whose payments to producers are less than the classified 
use value of his milk must pay the difference into an equalization fund. Each 
handler whose payments to producers are more than the classified use value of 
his milk receives a payment from the equalization fund equal to such difference. 

When a pool plant handler buys milk from an unregulated plant, it pays the 
nonpool plant a negotiated price. There must be some method of integrating 
that outside milk into the use classification and equalization payment opera- 
tions of the pool. The purpose of the compensatory payment provisions is to 
provide that method. 

The objective in determining the rate of the compensatory payments is said 
to be “to prevent the undermining of the classification and pooling plan in the 
market without unnecessarily discriminating against unregulated milk.” Actu- 
ally, however, the rate of the compensatory payment is usually the difference 
between the class I price and the class II price. 

If the handler actually bought the outside milk at the class II price, the addi- 
tion of the amount of the compensatory payment would make his total cost of 
the outside milk equal to the class I price. In such a situation, that cost could 
not undermine the uniform price structure of the market. Nor could that cost 
operate either in favor of or against either pool milk or nonpool milk, 

In practice, however, the negotiated price of the outside milk tends to be higher 
than the class II price of the pool. In addition, freight charges frequently must 
be added to the negotiated price. Under those circumstances, the further addi- 
tion of a compensatory payment equal to the difference between the class II 
price and the class I price results in the handler’s total cost of nonpool milk 
(negotiated price, plus freight, plus compensatory payment) being in excess of 
the class I price of pool milk. Consequently, the effect of such a compensatory 
payment is the same as a protective tariff at a prohibitive rate. It effectively 
oars outside milk from the order market. Since 38 of the 42 orders which pro- 
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vide for marketwide pools also provide for compensatory payments, and since 
Federal orders are rapidly expanding into additional markets, the result is a 
paralyzing Balkanization of the United States. 

We have the impression that most people in the dairy industry are either for 
or against compensatory payments, usually, with more than a little feeling, too. 
It seems to us that there is evidence of a need for compensatory payments which 
are actually compensatory. On the other hand, to the extent that compensatory 
payments increase a pool handler’s total cost of outside milk above the class I 
price for pool milk, the payment is a penalty rather than compensation. To that 
extent, the compensatory payment is a protective tariff which enables the pool 
producers to monopolize the order market to the exclusion of all other producers 
in the United States. 

We respectfully urge, therefore, that section 8c (7) of the act be amended 
both (1) so as to authorize compensatory payments to the extent necessary to 
equalize a handler’s total costs of nonpool milk and pool milk, and (2) so as to 
plainly prohibit so-called compensatory payments in an amount greater than the 
amount necessary to equalize the cost of pool milk and other source milk. 


STATEMENT OF RUFE GRAUPMANN 


Honorable Members of Congress, committeemen and guests, the opportunity 
of expressing my thoughts to you in these few moments is deeply appreciated. 
I shall ask your permission to read my remarks to avoid misunderstanding and 
misinterpretations, for I believe that what is said in this assemblage is important 
and, therefore, should be most accurate. 

It happened that I was born on a typical Minnesota dairy farm back around 
the turn of the century. From the time I was old enough to comprehend serious 
discussion, I remember my father and others talking about the farm situation. 
That was perhaps about 1906 or 1907. 

Here we are at a point nearly half a century later in American history, and 
we are still hearing about the farm problem. Democrats have been in control 
of Government, and Republicans have been in control. Yet the farm problem 
has been and continues to be with us. I have. made up my mind that so long 
as either Democrats or Republicans are involved in this problem, it will continue 
to go unsolved, 

The one hope, as I see it, is to rescue the farm problem from politics and to 
place it at a level where statesmen—not politicians—in Government will aid 
the farmers and farm organizations in finding their own solution. 

It has been my opportunity during the past 3 months to visit with many farm 
operators—farmers with and without partisan feelings—and they all agree that 
a better, swifter job of solving our common problem can be worked out without 
Government interference. 

People came here by the hundreds of thousands from Europe because govern- 
ment was interfering with their lives. My own father came from Germany to 
Minnesota in 1864 because he had heard this was a nation in which individuals 
were free and treated equally. 

Yet, our Government—and regrettably with the consent of many—has injected 
itself into our business affairs to our detriment. 

Let me cite one example close to us who are involved in the business of 
dairying. That equality of treatment which appealed to my father when he 
came to America was set aside by Government when, in 1987, Federal milk- 
marketing orders were instituted. There, if ever, was class legislation, providing 
false and unjustified protection against milk producers of one section at the 
expense of just as good American citizens who happened to produce milk else- 
where. That is what happens when Government gets into the farm business. 
We can no longer enjoy those things for which the United States was created 
when Government legisiates or regulates in favor of one class over another, 
whether it be in agriculture, the ranks of labor and management, or among indi- 
viduals. The same results are forthcoming when favoritism or discrimination 
is practiced in our tax structure. 

You Members of Congress who are spending your time during the recess are 
manifesting a sincere desire to learn public sentiment. Your spirit of searching 
out this sentiment is commendable. We in the dairy industry and in this great 
agricultural area appreciate such consideration of our common problem. 
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What I have been saying here is not condemnation of your actions, past or 
present, but, rather, a frank and considered opinion. My sympathy lies with our 
farmers, particularly those in the business of dairying. 

In summary, I can say that the many farmers to whom I have talked share 
my feeling that the sooner control of the farm situation is brought back from 
far-removed Washington to the fields, pastures, and farmsteads of this and other 
States, the sooner we shall see a ray of hope in the solution of our problem. 

No one realizes better than I do what readjustment and backtracking this 
might demand, but it will be worth it. We can and must restore agriculture 
to the status of an independent, home-controlled, successful business, free of 
Government intervention except in time of national emergency. That, in my 
opinion, is the only time when Government is justified in mastering the situation. 


PLUMMER, MINN., October 19, 1955. 


Dear Cora Knutson: Seeing as how the farm income has dropped to the point 
where a farmer can no longer make two ends meet, I feel it is important for me 
to drop you a line and hope that through your very good efforts something may 
come of it. 

I milk 15 cows at present and have 150 acres into grain. This year I was not 
able to reduce my debts any at all. My income from 15 cows used to be around 
$350 per month, but at present this same herd is doing no better than $200 per 
month at peak production. 

This last year it takes everything for expenses alone which leaves us nothing 
for clothing for the children and ourselves. 

I do not wish to increase my herd or grain crops but I am just forced to go to 
at least 24 milk cows and increase my grain crops another 100 acres. Certainly 
this is not helping our surpluses but ask the Republicans what else us farmers 
can do. 

I positively demand Secretary of Agriculture Benson’s resignation immediately. 

Yours truly, 
ERNEst K. PEpEeRson. 


P, 8.—Please include this letter in the record of the hearing. 


OcrToser 17, 1955. 
RESOLUTIONS FOR FARMERS 


Dairy support prices should definitely be brought up to 90 percent of parity 
through incentive payments. This system should bring the price of dairy products 
more within reach of consumers, thus reducing the surplus. These incentive 
payments should be limited so as not to encourage unlimited production. 

The Aiken food-stamp plan should be enacted as soon as possible so that people 
on limited incomes could buy sufficient food. 

Stricter butter-grading laws should be enacted on a nationwide basis so that 
consumers could tell by the label what grade they are buying—that is, sweet 
cream butter, etc. 

PENNINGTON County Farmers UNION, 
MELVIN Price, Secretary. 


FARMERS COOPERATIVE CREAMERY ASSOCIATION, 
Shevlin, Minn., November 9, 1955. 
Hon. Cora KNUTSON, 
Member of Congress, Washington, D. C.: 

At the annual meeting of the Formers Cooperative Creamery Association the 
following resolution was adopted for submission to the hearings of the House 
Agriculture Committee to be held at Moorhead, Minn., November 18, 1955: 

Whereas the dairy farmers of this area are particularly hard pressed between 
the prices received for their dairy and other produce and the prices they must pay 
for their machinery and other operating costs ; and 

Whereas the House of Representatives passed H. R. 12 to support basic farm 
produce at not less than 90 percent of the old parity ; and 
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Whereas this bill is now in the Agriculture Committee of the Senate and hear- 
ings are now being held throughout the country by a Senate Subcommittee on 
Agriculture : Now, therefore, be it 

Resolwed, (1) That supports of 100 percent of parity as of the 1910-14 period 
should be the goal of all farm-support legislation with certain adjustments for 
the labor of the family farmer and members of his family and that the so-called 
modern parity formula should be abandoned. 

(2) That the wide disparity between prices paid for farm produce and the retail 
prices paid for the same items should be thoroughly investigated by both the 
House and the Senate. 

(3) That consideration be given to the production-payment idea where there 
is urgent need for quick action and that production be incorporated in such a 
law so that the consumers would benefit by lower prices instead of as now all 
benefits revert to the middlemen, handlers, and retailers. 

(4) That quotas on marketing of dairy products should allow the family farm 
a minimum number of dairy animals so as to permit him a fair and equitable 
standard of living. 

(Signed) OLE Mog, 
Nick LANNERS, 
At¥F ELDEVIK, 
MARTIN FREDRICKSON, 
Nets M. Larson, 
Resolutions Committee. 
Secretary. 


STATEMENT’ OF WILLIAM J. MurpHy, Dairy COMMISSIONER 
IN AND FOR THE State OF NortH DAKOTA 


DAIRY INDUSTRY SITUATION AND ECONOMIC POSITION OF NORTH DAKOTA 
DAIRY FARMERS 


Basic data for fiscal year July 1, 1953, to June 30, 1954: 
820,000 milk cows on North Dakota farms 
ta ent in cows—buildings and dairy equipment would exceed $125 
llion 
46 million pounds of butterfat marketed in cream 
3 million pounds of butterfat marketed in bottled milk 
$33 million paid to North Dakota dairy farmers for milk and cream 

Dairy farming entails more work than other agricultural pursuits as cows 
must be cared for and milked twice a day every day. 

Dairy farming provides a daily cash income for greater security for farm 
families. Dairy farmers like any other businessmen are entitled to cost of 
production—plus a reasonable profit. Costs of production to be deducted from 
$33 million income include interest on investment, taxes, depreciation, veterinary 
expenses, losses from accident and disease, feed costs, and labor costs. 

Ninety percent of parity was supposed to assure the dairy farmers a price for 
their milk and cream sufficiently high to guarantee cost of production plus some 
labor income for the dairy farmer, his wife, and children. 

As most all other segments of our national economy have ways of securing a 
greater income for themselves which are not available to agriculture it is im- 
perative that the producers of our new wealth be accorded the same protection. 

Dairy products, not being classified as basic farm commodities, were subject 
to reduction in support price when in the opinion of the Secretary of Agriculture 
a sufficient volume was produced to assure an adequate supply for all consumer 
needs, 

Due to heavy purchases of butter, cheese, and milk powder during 1953 and 
early 1954 by the Commodity Credit Corporation the Secretary of Agriculture 
lowered the support price on dairy products to 75 percent of parity on April 1, 
1954, which automatically lowered the price of butterfat to the dairy farmer 
about 10 cents per pound. This would mean a reduction in income to our North 
Dakota dairy farmers of $4,900,000 a year based on last fiscal year production. 

These conditions developed a determination on the part of all dairy farmers to 
do something to help themselves by increasing consumption of dairy foods 
through an intensive program of advertising and promotion on a national scale 
never before known. 

The results of this program of the American Dairy Association are apparent 
when we note the Government holdings of butter have been reduced nearly 
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two-thirds in the past year in spite of the fact that total butter production for 
1954 was the largest in has been since 1944. 

During the past 6 months production and consumption have been in near 
balance. Practically all nutritional experts advise that the health of our people 
would be improved if they consumed greater amounts of milk and milk products, 

This is the market we hope to develop te a much greater extent so that our 
dairy farmers can be assured of an income for their milk and cream which will 
give them cost of production plus a reasonable profit. 

However, we believe that the 75 percent of parity support price on dairy 
products is definitely too low. 


STATEMENT OF M, G. Kruse, Krnprep, N. DAK. 


In North Dakota, DHIA figures show that the average feed cost of a pound 
of butterfat is 32.5 cents. If feed represents 45 percent of the cost of a pound 
of fat and the other 55 percent is divided into labor, 80 percent, and other 
expenses of 25 percent, the added cost of producing a pound of butterfat would 
be 39.5 cents. The total cost of a pound of fat would be 72 cents. Those are the 
most recent figures available. 

On November 16, 1955, the price of butterfat in my town of Kindred, N. Dak., 
was 61 cents for No. 1 cream and 59 cents for No. 2 cream. The differencd 
between the totals would indicate a loss of 11 cents per pound of fat sold—No, 1 
cream. 

The above figures were averaged from 142 herds with 2,817 cows that produced 
8,705 pounds of milk and 322 pounds of fat. They would indicate why I am for 
90 percent of parity. With this parity price must go control of quantities of 
products marketed. We do not sell acres of wheat nor do we sell cows to the 
milk plant for milk. Guaranteed prices should be paid only for the required 
supply for the Nation, within reasonable limits. 

The milk situation in this area is chaotic. Prices in this milkshed range from 
77 cents per pound of fat in the milk to $1.20. And there is no concerted effort 
made to maintain an adequate supply of pure and wholesome milk during the 
late summer and fall months of August, September, October, and November. 
This condition applies to portions of both North Dakota and Minnesota, The 
milk plants ship in milk during the short supply months rather than pay pro- 
ducers adequately during that time. 

We believe that with the cooperation of our Representatives in Washington 
and the Department of Agriculture a Federal milk marketing order should be 
set up in this area to correct the situation. A greater use of milk marketing 
orders would tend to stabilize chaotic milk marketing conditions. 

In conclusion I will say that I know of nothing that would keep our national 
farm economy on a more stable footing than to have the entire dairy industry 
in a sound and prosperous condition. 


STATEMENT OF Gaytorp A. SAETRE, MOORHEAD, MINN. 


To the Honorable Members of the Dairy Subcommittee of the House Committee 
on Agriculture: 

The speaker is chairman of the Clay County Republican Party. It is a coinci- 
dence that I also happen to be the chairman of the governmental affairs commit- 
tee of the Moorhead Chamber of Commerce. I emphasize, however, that I speak 
as an individual and that the views and opinions expressed herein are strictly 
those of the speaker. 

The Moorhead Chamber of Commerce is a nonpartisan organization. Thus, 
when the Congresswoman from the Ninth Congressional District of Minnesota 
requested the governmental affairs committee of the chamber of commerce to 
make the physical arrangements and act as a sponsoring agent for the so-called 
hearings of the subcommittee of the House Committe on Agriculture, we assured 
her that we would be pleased to do so providing she specifically invite representa- 
tives of all farm organizations and that all segments of thinking be given equal 
time and opportunity to be heard personally by this committee. 

It now develops that the Congresswoman with but one exception, has actively 
solicited and has arranged for the appearance of only those persons who advocate 
high rigid supports for agricultural products, The only exponent of an inde- 
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pendent agriculture to be heard by the committee today is the president of the 
Clay County Farm Bureau. He was given an opportunity to appear before this 
committee because of the insistence of the speaker and the Moorhead Chamber 
of Commerce. 

Except for this one person, the Farm Bureau, largest of the farm organizations 
and most representative of the dairying industry in this State, was not repre- 
sented and the reason therefore will be apparent in the follewing telegram: 


“GAYLORD A, SAETRE, 
“Moorhead, Minn. 

“We have had no official notice of the dairy hearing in Moorhead. We wrote 
Mrs. Coya Knutson on November 7 asking for information on the Moorhead hear- 
ing, whether it was to be an open hearing or a closed hearing and state the 
proper procedure for those desiring to attend. We have never received a reply 
from her. However, on the 14th we received a letter from Mr. Andy Knutson to 
the effect that this was an open hearing and as many farmers could be heard as 
time permitted. However, we have never received any word from Mrs. Knutson 
and no details as to procedure for appearing before the committee. We had 
assumed that this hearing would be held with an official notice and if an open 
hearing, would have an established procedure whereby a good cross section of 

“(S) J. Desert WELLS, 
Secretary, Minnesota Farm Bureau. 


It now appears that the committee hearing was moved from St. Paul to Moor- 
head for the purpose of bolstering the campaign efforts of the Ninth District 
Congresswoman in her bid for reelection next fall. 

The speaker respects the right of the Congresswoman from this district to 
expound a program of Government-controlled agriculture, Government handout 
system, or any other program that she chooses to advocate but I certainly want 
te challenge her present methods of doing this. 

The use of the word “hearings” would imply a judicious process of hearing 
facts and honest opinion of all groups of people in a meeting arranged and con- 
ducted in an unbiased manner. The meetings held here in Moorhead today bear 
little resemblance to such a process. It should be obvious to anyone who has 
attended the meeting today that this so-called hearing is simply a device by 
which certain handpicked individuals have been requested to appear and read 
prepared statements in support of the views of some of the members of the 
committee. 

In the opinion of this speaker it is a political propaganda vehicle supported by 
the publie funds. 

The truth, if it were to be spoken fully heer today, would disclose that dairy- 
ing is in its strongest position that it has been in any peace time year. Dairy 
farmers in this area are today receiving higher prices for their products than 
they did in the last peacetime year under the former administration. 

Dairy prices which were forced down under the depressing influence of sur- 
pluses produced under the high rigid supports, have now become fairly stable 
and the huge surplus of dairy products in Government storage of a year ago, 
have now been reduced by two-thirds. 

In the opinion of this writer, it would be well for the committee to give more 
time to studying the real facts of the dairy situation and less time and Govern- 
ment money to aid and abet the political ambitions of certain Members of the 
Congress. 


STATEMENT oF Hon. FRED MARSHALL, REPRESENTATIVE FROM THE SIxtH DISTRICT, 
MINNESOTA 


Mr. Chairman, I am certain that all of us appreciate the time that you are 
spending in deliberating the problems of the dairy industry. 

Recently when I visited Mora, Minn., Mr. Ralph Johnson called my attention 
to a survey that was made by the farmers cooperative creamery at Mora. I am 
submitting a statement from him for the information of the committee and also 
a copy of the questionnaire which was sent to its patrons by the creamery to 
indicate to you how this information was obtained. 

How many cows do you have in your herd today? The tabulation of the returns 
showed 1,678 cows in 1954; 1,815 cows in 1955. 
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In the coming year do you plan to increase production, decrease production, 
or keep it about the same ?—50 returns showed a plan to increase, 5 showed a plan 
to decrease, and 70 to remain the same. 

Indications are that the 1955 milk surplus will be equal to about 6 percent 
of the total marketings for farmers. In the exchange for guaranty of production 
payments to assure you a full 90 percent of parity returns, would you be willing 
to restrict your marketing by 6 percent?—88 answered “Yes,” 29 answered “no.” 

What kind of a price-support program do you favor for dairy products?—93 
favor a 90-percent support program, 7 favor the present Benson program, 4 favor 
self-help programs, 5 favor no support, and 8 favor other programs. 

It is interesting to note that the survey indicates that the patrons of this 
creamery were increasing their cow herds by 137 cows. Approximately an 8.2 per- 
cent increase for the 125 farmers. 

Mr. Chairman, I am pleased to present this report to you for the consideration 
of this great committee. 


MINNESOTA DAIRY QUESTIONNAIRE 
1. How many milk cows do you have— 


How many in 1954? ____ 
How many in 1953? -___ 
2. In the coming year do you plan to— 
Increase production? ~... 
Decrease production? —... 
Keep it about same? ~___ 
Sell out your herd? —-_-. 
3. Under Benson, the milk parity level has been cut 5 percent and the price-sup- 


port level 15 percent. Has his 20-percent cut been reflected in your milk or 
cream check? 


Yes sce Me ain. 

If so, estimate the average loss per month $___- 

4. Indications are that the 1955 milk surplus will be equal to about 6 percent 
of the total marketings by farmers. In exchange for a guaranty of pro- 
duction payments to assure you a full 90 percent of parity return, would 
you be willing to restrict your marketings by 6 percent? 

Vetus Nei 

5. What kind of a price-support program do you favor for dairy products? 
(Check. ) 

(a) Present Benson program. 75 percent of parity supports set by Secretary 

of Agriculture and operated through Government purchases and 
storage. ~... 

(b) Proposed program of 90-percent supports operated through production 
payments to the farmer with provision for marketing quotas when 
necessary, subject to approval by vote of producers. ~~. 

(c) Proposed self-help plan with farmer taking the loss when market price 
falls below support level. - -.- 

(d@) No support program at all. -..- 

(e) Other (specify) 


Signed: 
Name 
My farm is located in 


Some ImportTaNT Dates ror Darry FARMERS 


There will be three important congressional hearings in Minnesota at which 
dairy farmers can express themselves on the type of program they believe most 
practicable. This questionnaire is circulated by the farmers co-op creamery, 
Mora, to assist dairy farmers in making their views known to the committee. 
These post cards will be placed in the record of the committee hearings. 

If at all possible, try to attend one of the following hearings and express your 
views in person: 

October 24—St. Paul, Senate Agriculture Committee, dairy hearing. 

October 25—Worthington, Senate Agriculture Committee, general farm 
hearing. 

soveuber 18—Moorhead, House Agriculture Dairy Subcommittee, dairy 
hearing. 
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Please return this card to the creamery on or before Wednesday, October 19— 
No postage required 


Mora, Minn., November 2, 1954. 
House AGRICULTURE DAarryY SUBCOMMITTEE HEARING : 


I am enclosing a sample of a questionnaire which we sent out to the patrons 
of our creamery, on a strictly nonpartisan basis. 
This is interesting material, as it shows a true picture of how our flexible 
system is working in our area. It sure does not look good. 
Yours sincerely, 
RALPH JOHNSON. 


MINNESOTA CHEESE INDUSTRIES ASSOCIATION, 
White Bear Lake, Minn., November 11, 1955. 
Mr. A. J. PARENTEAUY, Sr., 
Brooks Cheese Factory, Brooks, Minn. 


Dear A, J.: Enclosed is a copy of the statement which I have prepared for 
presentation to the House Agriculture Committee hearing to be held at Moorhead 
on November 18, 1955. As I will be unable to attend, the other members of the 
board thought that you, as a director, could most ably present this material. 

As in the case of the Senate hearing in St. Paul, only actual milk producers 
were called on for oral testimony, and we assume this will be the case in 
Moorhead also. 

In case you are not called on, please see that this statement is filed with the 
secretary of the committee so that it may be included in the proceedings of the 
hearing. 

You may wish to expand this statement, and you are at liberty to do so. 

Yours very truly, 
R. R. Farrar, Secretary, 


To the Members of the House Agricultural Committee: 


The board of directors of the Minnesota Cheese Industries Association in- 
structed me to bring to your attention and urge the correction of a serious 
situation in the cheese manufacturing industry resulting from the underpricing 
of cheese in the Federal support program. The Commodity Credit Corporation 
feels that their stocks of cheese are burdensome and hence the underpricing of 
cheese so as to divert milk from cheese factories to butter-powder plants. 

It is the deliberate policy of those in charge of the support program to reduce 
the tonnage of cheese made without consideration for the financial disasters 
brought upon the cheese factories, either privately or cooperatively owned, in 
areas having butter powder competition for milk. This inequality is particularly 
severe in Minnesota and Wisconsin, which States are rated No. 3 and No. 1 
respectively in Cheddar cheese production. The basis for the deliberate under- 
pricing of cheese as compared to the returns possible if the same milk were 
made into butter powder results from the failure of those in charge of the foreign 
and domestic surplus dairy products disposal programs to move cheese from 
Government stocks as freely as they are able to dispose of butter and milk powder. 

It is our understanding that Congress intended that milk producers were to 
receive a certain percentage of parity for their milk regardless of the product 
made. This is not the case and producers who look to the cheese factory for 
their milk market are not receiving the same financial returns as butter powder. 
The cheese-milk producers are not asking for any advantage but are insisting 
that they recieve equal returns. 

As a result of the underpricing of cheese, all so-called flexible plants, that is, 
those able to produce cheese or butter powder have long since ceased to make 
cheese. However, those cheese factories who cannot, due to finances or small 
volume, convert to the manufacture of butter powder, must stay in the produc- 
tion of cheese hoping for an immediate correction, or at least a correction at the 
time the support prices are announced for the next crop year. In the meantime, 
these factories, in order to hold their milk, must pay the going price for milk 
and in so doing, are paying out their profits, their surplus, or in too many cases, 
their capital. 

The State of Wisconsin expects the failure of many cheese plants who have 
operated successfully for many years, but cannot meet the artificial conditions 
created by the Commodity Stabilization Service in their attempt to divert milk 
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away from cheesemaking. It goes without saying that any dairy plant, espe- 
cially a cheese factory, is of very little value without a milk supply. 

With reference to the Wisconsin situation, we refer you to the Wisconsin De- 
partment of Agriculture’s report, An Appraisal of the Competitive Position of 
American Cheese Factories in Wisconsin, which is dated May 27, 1955. This 
report is a comparative study of the financial status of 50 cheese factories in 
Wisconsin made jointly by the University of Wisconsin and the Wisconsin State 
Department of Agriculture. In Minnesota, where the cheese factories in general 
are of larger size than in Wisconsin, conversion from cheese manufacturing to 
the manufacture of butter and powder is either started or in the engineering 
stage, such conversion costing $50,000 to well over $100,000. This means that 
their present cheese equipment in most cases will be junked. 

It is our belief that if the emergency facing the cheese manufacturing industry 
were in the form of flood or fire, there would be immediate steps taken to alleviate 
the situation, and the cheese industry feels that as American citizens and tax- 
payers, their businesses should not be thrown into bankruptcy or materially 
altered by any deliberate policy established by the administrators of a Govern- 
ment support price program which was intended by Congress to put a floor under 
the prices paid farmers for milk. Further, that cheese should not be underpriced 
merely because its alternate products can be given away more readily. 

It is interesting to note that the disposal officials are horrified at the suggestion 
to use surplus cheese for animal food, but they casually consign millions of 
pounds of human food made of skim milk powder to animal feed and most recently, 
6 million pounds of skim milk powder to Denmark for animal feed use. 

This forced conversion of the larger cheese factories from the production of 
cheese into the production of butter and powder is also causing concern to many 
of the established manufacturers of milk powder; they feel that this arbitrary 
forcing of milk from its normal production into cheese is creating additional 
competition in an already overcrowded field. It appears that the only people 
welcoming this situation are those in charge of the disposal programs and the 
manufacturers of milk-drying equipment. 

We urge that pressure be brought upon those in charge of the domestic and 
foreign disposal programs to step up the disposal of the so-called burdensome 
Government-held stocks of cheese, and secondly to prevail upon the Livestock and 
Dairy Branch, Commodity Stabilization Service, United States Department of 
Agriculture, to raise the price of cheese at least 2 cents per pound so that manu- 
facturers of cheese will be on an equal basis with other dairy products, and milk 
producers shipping to cheese factories will receive the same returns as though 
they shipped the same milk to butter-powder plants. 


LONGVILLE, MINN., November 15, 1955. 
Hon. Cova KNUTSON, THE House AGRICULTURE COMMITTEE, AND FRIENDS: 


Our farmers’ union groups in Cass County are quite recently organized, but 
we agree unanimously that our basic aim is to work toward halting the alarming 
drop in prices of our products, threatening us with ruination, at the same time 
other segments of the economy are enjoying an all-time high in profits. We only 
want our fair share of the national income, and we are seeking ways to achieve 
that goal. First of all, we want emergency legislation to stop the liquidation 
of family-size farms. Then we will formulate a program to assure us a decent 
standard of living, and we will expect Congressmen to take a clear-cut stand on 
it so we can see by next fall which ones give vigorous and sincere support to our 
program, regardless of party, and cast our votes accordingly. 

Dairying is the main source of income in this cutover area. Farms are small, 
but, as anywhere, these people are the heart of community life; in fact, the basic 
source of democracy. The price-cost squeeze has forced many farmers out of 
business and into the iron mines and other industry. We who remain don’t 
intend to give up our farms. 

We propose : 

I. Assurance of 90 percent of parity or better for all farm products, with pro- 
duction payments directly to farmers with income below $10,000. 

II. Improve the farm-credit system by low interest rates for small farms. 

Ill, A crackdown on farm-to-consumer price spreads. 

IV. Cuts in spending of tax money for military purposes and appropriate more 
for schools, hospitals, roads. 





INVESTIGATION OF DAIRYING, 1955 453 


Vv. Extend world trade to use up farm surpluses and promote worldwide 
friendship. 
Time is so limited that we are unable to send someone to present this, but 
hope it gets on record. 
Sincerely, 


Mrs. ERWIN SUMPTERS. 


VIKING, MINN., November 16, 1956. 
Congresswoman Mrs. Knurson, 


Oklee, Minn. 


DEAR MADAM: The Moorhead meeting is coming up and I would like to take 
my stand against the flexible farm program. I am in favor of a direct subsidy 
to the producer, and let the price drop to where our surplus will move into con- 
sumers’ channels. We have no choice now but to increase our herds. After all, 
we have to live. Our expenses haven’t gone down; instead, they have gone up. 
If Benson would spend the money on a direct subsidy to the producer instead of 
handing it out to big feed dealers, meat processors, candy manufacturers, we could 
give him credit for trying. If we don’t get the money, it should not be charged 
up to the farm program. 

The farm flexers say the program is working. The only thing working about 
it is driving out the small producer. Could that be what they want? I think so. 

Sincerely, 


OscAR GUSTAFSON. 


Rorusay LOCAL OF WILKIN COUNTY FARMERS UNION, 
Rothsay, Minn, 
Hon. Cova Knutson, 
House General Farm Hearing, 
Moorhead, Minn, 


MapAM CHAIRMAN: Dairy hearings have been held recently in St. Paul and 
also in Worthington, Minn., where Farmers Union members were given an 
opportunity to express themselves verbally and also by written testimony 
regarding the dairy and agricultural situation as it exists at the present time 
and again on Friday of this week the same opportunity is being given to the 
farmers of the Northwest to express their views very similarly in Moorhead. 

Although I feel very inadequate and incapable of doing this, I have been 
delegated by the Rothsay local to represent the 100 farm families who comprise 
this organization, all banded together to help the American farmer to get a 
chance for a fair share of income and profits to which they are justly entitled 
so they can get enough to carry out their operations so that they can meet all 
their obligations and have enough left over to live decently and provide an 
education for their children, which is in this day and age a necessity, not a 
luxury in our time. 

Dairying should not be set apart from other farm commodities, if 1 commodity 
merits 90 to 100 percent parity supports then all major farm commodities should 
be supported at some level of parity. The tendency now at lower prices is to 
get out of dairying and turn to other production, with a steady increase in 
soybeans. 

Dairy. supports should be in the form of production payments, and direct 
purchases of some dairy products. We want production payments that will 
give the consumer the benefit of cheap food and still give the farmer the benefit 
of a living. 

Buying of pork and pork products by the Government with taxpayers’ money 
is not subsidizing the farmer only the packer. The tax money should be kept 
where it belongs. 

With the stepped-up mass production there has to be an ability for mass con- 
sumption either by paying the producer more or a more lenient credit system. 
If necessary the farmer is willing to cut down on production in order to relieve 
the overproduction. As long as there are hungry people in the world, there is 
no overproduction. But at the same time we have to have overproduction to 
meet our expenses. 

I believe farmers would comply with production controls if they would get 
from 90 to 100 percent parity as promised. Supports on dairy products are at 
75 percent of parity, while supports on feed grains use in producing dairy 
products except for corn, are all below 75 percent. This in itself is out of 
balance, and favors the dairy producers in the eastern milk sheds. 
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This particular area is not suitable for nor adaptable to specializing in grains, 
and corn, or sugar beets. It is only suitable to diversified production, feed 
grains, some corn, alfalfa, beef cattle, and dairying which is the main source 
of income. 

With the low income in view for the farmers many are leaving the farm 
and seeking a living elsewhere. I wish to quote directly the interview I had 
with one of the leading dairy farmers in our territory and also this local. I 
quote, “I’ve had and seen about all of flexible price supports I care to see. We 
have our financial obligations to meet each year and with a family of 5, it 
simply means if we can’t make enough money on 16 good dairy cows we'll have 
to put in and milk 20 this winter. Don’t ever think this is a solution to any- 
thing, it only means more surplus and a lower price. 

Just this last August a friend of mine with whom I went to ag school and 
also spent a year together on the west coast in 1937 was here and visited me. 
He is now a licensed plumber in Los Angeles and has been at his present job 
for 7 years. He told me he was getting $175 a week and would get $200 a week 
when he returned home. He said besides his plumber’s license he had $2.80 
invested in his job as compared to approximately $35,000 or $40,000 that we 
have invested in our farming operation on our farm. I don’t begrudge him his 
pay but I believe we as farmers should get enough for our produce that after 
taxes, depreciation, and all other expenses that a farmer has to pay we should 
have a little left to make improvements, education for the children, and at least 
a week’s vacation (even if without pay) a year. 

If it calls for production controls to get a fair price for our produce, I’m in 
favor of it. We were promised 100 percent of parity, why did we get flexible 
price supports which means nothing when we have a surplus. Let’s back our 
demands with action. 

This friend of mine was born and raised on the farm and lived there until 
he was 23 years old. He told me “to be honest with you, the way farming is 
today it’s for the birds.” He also said he wouldn’t go back to the farm even if 
somebody said “it’s all yours, go to it.” 

The successful dairyman has to be a businessman, too. All things that make 
a dairy business have to be fitted together—equipment planned and purchased, 
the right feeds purchased at the right time, and milk properly cared for and 
marketed, the whole business planned and operated to save labor. Long hours 
of hard work alone will no longer make a successful dairy business. It takes 
knowledge, skill, and management. 

For those men and families who like dairy cattle and can bring most of these 
abilities into play, the dairy business has a very rewarding future. But in order 
to have a rewarding future, flexible price supports will have to be abandoned 
and rigid supports put into operation and that very soon if the farmer is going 
to be expected to be able to stay on the farm. 

This in a small way gives the views of some of our farm families in the 
territory of the Rothsay local. 

Thank you. 

Morte L, NELSON, 
Secreary-Treasurer. 


SepeKA, MINN., November 15, 1955. 
Cora KNUTSON, 
Oklee, Minn. 

Dear MapaM: Nimrod local, Farmers’ Union, Wadena County, requests that 
the following resolution be filed : 

“We, the Nimrod local, Farmer’s Union, Wadena, Minn., do hereby propose 
a resolution for a 100 percent of parity on all perishable farm produce, with 
subsidy payments paid directly to the producer.” 

Sincerely, 
HERBERT CRACKEL, Secretary. 


STATEMENT OF Everett Batries, Roskau County, MINN. 


My name is Everett Battles. I am a farmer living in Rosseau County, oper- 
ating a 680-acre farm together with my son. Dairying is part of the farm 
operation. 

I am president of the Warroad Cooperative Creamery. I am director of the 
Minnesota Creameries Association that has a membership of approximately 


ad 
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300 plants who serve better than 62,000 producers. This membership represents 
120,500,000 pounds of butterfat that is received from producers and processed 
in farmer-owned cooperative plants, and 10,600,000 pounds of butterfat sold to 
plants who are individually owned, a total representation of 131 million pounds 
of butterfat produced during 1954. 

I am pleased to have this opportunity to speak to you concerning some of 
the problems of the dairy farmer in Minnesota, and to give you some suggestions 
that I and many of my dairy farmer friends believe would be helpful if put 
into effect. 

We all know that the dairy farmer is caught in a cost-price squeeze. His prices 
are down from the levels of recent years, yet the cost of most of the articles 
and goods that the dairy farmer uses in production of milk and in living continue 
to increase. 


PRICE SUPPORTS 


Price-support levels are now set at 75 percent of parity. Currently, prices to 
farmers are somewhat above this level—being 78 percent for butterfat and about 
82.5 percent for milk used in manufacturing dairy products such as butter and 
cheese in mid-September. In 1953 CCC stocks were very large, but have been 
reduced materially since then. In September 1954, CCC owned 408 million 
pounds of butter, 412 million pounds of cheese, and 242 million pounds of nonfat 
dry milk solids. September of this year CCC owned about 114 million pounds 
of butter, 275 million pounds of cheese, and 35 million pounds of nonfat dry 
milk solids. But the economic position of the dairy farmer has continued to be 
depressed, with incomes considerably lower than previous years, while his costs 
have continued to mount. 

Price-support levels to dairy farmers should be placed on a basis of equality, 
relative to parity, with basic crops. The Minnesota Creameries Association of 
which the cooperatives I represent are members, has recently concluded its 
annual district meetings. At these meetings, sentiment of our dairy farmers 
were tested by means of a questionnaire. Regarding the question as to what 
percent of parity price-support levels should be set, 20 percent voted for 75 
percent of parity, 5 percent for 80 percent, 8 percent for 85 percent, 48 percent for 
90 percent, and 18 percent for 100 percent of parity. 


DISPOSAL PROGRAMS 


Most of our dairy farmers believe that it is essential under a price-support 
program such as we have at present, for there to be available to the Government 
some method of disposing of the surpluses that may be acquired under the pro- 
zram. Dairy products are perishable, as compared with the basic crops, and 
this factor of perishability makes it imperative to have a sound disposal program 
for dairy surpluses, since I think we can all agree that it would be a very bad 
thing to allow such stocks to spoil. 

During the last two sessions of Congress, our National Creameries Associa- 
tion, with which we are affiliated in regard to national programs, has urged 
upon the Congress that it enact legislation giving the Department of Agriculture 
authority to conduct a payment plan of surplus removal, rather than the current 
buy and give-away program; particularly in times of heavy surpluses when the 


volume purchased by the CCC is too large to be absorbed by charitable institu- 
tions, school-lunch programs, and the like. 


PRODUCTION CONTROL AND MARKETING QUOTA PLANS 


We are well aware that the Congress has enacted legislation permitting the 
application of acreage allotments and marketing quotas on the basic crops of 
cotton, corn, tobacco, peanuts, rice, and wheat. Also, we know that the question 
is raised in many quarters as to why the dairy industry does not, or at least 
heretofore, has not come forward with a program similar in nature to the basic 
crop program, At the recent district meetings previously mentioned, farmers 
voted overwhelmingly against production control for milk and butterfat. If the 
Congress decides to pursue its study of possible production control programs 
pen we hope it will fully investigate the following problems before taking 
any action. 

The census of 1950 reported that 3,691,627 farms kept cows for milk. About 
43 percent of all the cows were accounted for on farms having herds of 9 cows 
or less, and about 21 percent of the cows were on farms having herds of 4 cows 
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or less. Any production control or marketing quota plan would involve the 
keeping of records on each farm, perhaps entering contracts with the farmers, 
depending on the type of program developed, and checking such farms for com- 
pliance with the program. The administrative difficulties would be very great. 
It is my opinion that it would be necessary, as a practical matter, to exempt 
these small producers from the regulations because it would take just too many 
policemen to make it practical to include them. 

In regard to sales, about 25 percent of the milk sold from farms as fluid 
milk and cream in 1950 came from herds of 9 cows or less, and about 7 percent 
came from herds of 4 cows or less. 

Also, we have the problem as to the degree to which, if any, the program 
would be made applicable to the producer of milk for fluid-milk markets. It is 
my opinion that such producers would be exempted from the program. Although 
this may sound strange, here are at least two reasons for their exemption. 

First, it is almost a certainty that fluid-milk consumers would oppose any re- 
duction in the milk supply that might in any way tend to reduce their consump- 
tion and we must bear in mind that farm families in this country account for 
only 13.5 percent of the total population. It is important from the point of view 
of having good relations with our customers, as well as their political support 
or at least their neutrality, that we do nothing that they would consider 
against their interests, particularly in regard to a commodity such as fluid milk. 

Second, about half the milk used as fluid milk is sold in markets operating 
under Federal orders. The prices established under the orders are supposedly 
based on economic conditions in the markets, such as supply. 

With this situation, how could the Department request fluid milk market pro- 
ducers to reduce their production or marketings? If they did so, it seems to me 
to follow naturally that the prices now established in orders are too high, else 
why are they maintained at levels that either increase the surplus over fluid milk 
needs for the market or maintain existing large surpluses? 

With the small producer and the fluid milk market producer exempted from 
the program, the burden of reduction falls entirely on the manufacturing milk 
and butterfat producer. If we take the 1950 figures on production and utiliza- 
tion of milk produced on farms, we find that farm butter accounted for 4.4 per- 
cent, milk consumed on farms was 8.4 percent, milk fed to calves accounted for 
2.8 percent, fluid milk and cream by city people 37.1 percent, and manufactured 
dairy products accounted for 47.4 percent of the total farm production. When 
it is recognized that most of the milk and the butterfat sold from the small farms 
probably is used in manufactured dairy products, and all farm use and use in 
fluid-milk markets would be exempted, we readily see that about half of the 
milk produced would have to bear the entire burden of any production contro! 
program. Such drastic reductions as would be necessary, running perhaps as 
high as 25 percent or more during heavy surplus periods such as we have had in 
the last 2 or 3 years, would increase costs of production greatly, and would 
widen processing margins materially due to loss of volume going through our 
plants. 

SELF-HELP PLANS 


Our producers voted heavily against self-help plans which would require the 
imposition of a processing tax or equalization fee on their marketings in order 
to conduct the price-support program. The reasons are: (1) It is questionable 
whether net incomes of farmers would be increased, after they paid all the 
eosts of the program, (2) it is doubtful that operating such a program with 
regard to only one farm commodity would be sound, and (3) since a large 
portion of our troubles are the direct result of Government programs we do not 
believe we should be asked to bear all the burdens resulting therefrom. 

As you know, during the war, the butter industry was seriously discouraged 
by Government programs designed to shift deliveries from farms from cream 
to milk so we could have the whole milk products for war purposes. The 
heaviest blow struck by the Government followed the war, when the Congress 
permitted the oleo industry to copy all of the major characteristics of butter. 
Such operations greatly reduced the demand for our products. I do not believe 
it fair to place the burden upon the manufacturing milk and butter-fat producer 
for correcting the results of Government programs. 

Rather than launch on some untested and highly questionable program requir- 
ing the farmers to be heavily taxed to remove surpluses, I think that we should 
continue the nationwide advertising and merchandising program through the 
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American Dairy Association, which the farmers are now financing. This self- 
help program is showing good results, and it may be that in a few years we 
will have solved our own problems through expansion of consumption. 


FLUID MILK MARKET SANITATION REGULATIONS 


Testimony presented to this committee in Washington last summer indicated 
to you the arbitrary nature of many local sanitation regulations in fluid milk 
market sanitation regulations which do not have any relationship to securing 
pure and wholesome milk for consumer, but which are designed to give a 
monopoly to local producers, are unsound and should be outlawed. Our pro- 
ducers almost unanimously favor enactment of legislation what would estab- 
lish a uniform system of sanitation regulations, and provide that no local 
ordinance could prohibit the movement of such milk into the local market from 
other States, 


MARKETING ORDERS 


Fluid milk marketing orders, through provisions such as compensatory pay- 
ments, arbitrary zone allowance, and other provisions are operating to bar 
qualified milk from entering local markets and thus tending to wall off these 
markets from legitimate competition from other producers. Such provisions 
should be eliminated and we feel that the act should be amended to provide for 
the elimination of all such restrictive devices from Federal milk orders. Other- 
wise, fluid-milk prices will continue to be arbitrarily high, leading to unneces- 
sary production within the fluid milk supply areas and lower consumption than 
would be the case otherwise, and increasing the surplus which must be used in 
manufactured dairy products. 


RECOM MENDATIONS 


I have the following recommendations for the committee: 

1. The Congress should enact legislation which would eliminate the cost- 
price squeeze in which the milk and butterfat producer now finds himself. If 
this is done through increased price-support levels, as seems the most feasible 
approach, the Congress should provide an adequate program for the constructive 
disposition of surpluses acquired under the program. 

2. The National Creameries Association has sponsored a disposition program 
which we think adequate for the periods of heavy surpluses. Since this proposal 
has been explained in detail to this committee at the hearings in Washington, 
I will not explain further but refer you to the hearing record with the recom- 
mendation that the Congress enact such a program. 

3. Production control and marketing quota plans should not be adopted by 
the Congress until the serious problems of the place, if any, of the small pro- 
ducer, and the producer of milk in fluid-milk sheds is settled so that manufac- 
turing milk and butterfat producers will not carry all of the burden. Further, 
I believe the industry should be permitted to show whether over the next few 
years it can solve the surplus problem by expanding consumption through the 
producer-financed merchandising and advertising program now producing good 
results. 

4. The Agricultural Adjustment Act of 1937 should be amended so as to 
eliminate the arbitrary and restrictive provisions that have been placed in 
fluid-milk orders and which monopolize the market for local producers, and 
lowers consumption. 

5. A uniform milk sanitation code for milk moving in interstate commerce 
should be enacted, and no local sanitation authority should be permitted to bar 
milk meeting such uniform code requirements from the local market. 


STATEMENT oF Harotp ToMTER, Osseo, WIs. 


I am Harold Tomter, Osseo, Wis. I rent a 200-acre farm and milk 30 cows. 
As a young farmer and veteran of World War II, I would like to relate to this 
committee the dilemma we are in today as a result of our present farm program. 

During the last 10 years thousands of servicemen have returned to their home 
communities with a slim pocketbook and a desire to farm. In 1947, I was 
afforded the opportunity to rent a small farm with only a small amount of cash 
outlay. In 1952, I was able to secure the financial backing to rent a larger 
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farm, the one I am operating at the present time. This larger farming opera- 
tion meant the purchasing of cattle, machinery, and equipment; and at the time 
it seemed the logical thing to do, Since that time I have witnessed a tragic 
decline in farm income and inventory value, especially during the last 2 years. 
Mortgages that seemed small then are monstrous now. Milk, my greatest source 
of income, has declined about 20 percent, bringing milk cow values down 35 
to 50 percent. Veal calves are down at least 40 percent, cull cows down from 
21 cents a pound to 7 cents or less. As a result of these declines my net farm 
profit in 1954 was 30 percent below that of the year previous. The debts we 
young farmers are carryng haven’t shrunk, but our ability to repay certainly has. 

Our present farm program is geared to the theory that a lower price for a 
surplus commodity will curtail it’s production. This theory is utterly false 
because farmers cannot replace lost income out of thin air. Since the decline 
in the price of milk, dairy farmers have added cows to their herds. Young 
farmers in a lot of cases cannot do this as readily as older established farmers 
for lack of finances. 

Our Secretary of Agriculture advises us to produce commodities that are in 
short supply. Presently, they are hard to find. Dairy farmers, with thousands 
of dollars invested in cattle buildings and equipment, find a changeover very 
difficult. I have at the present time an investment of approximately $9,000 in 
cattle, machinery and equipment, which in 1954, brought me an hourly wage 
before depreciation of about 40 cents. I’m sure that when I figure my 1955 
income-tax return the situation will be worse. 

The solution to our present farm problem, as proclaimed by the administra- 
tion, seems to be the lowering of incomes to a point where enough farmers go 
bankrupt so as to bring closer that era when scarcity for the consumer will 
mean prosperity for the farmers. Not a pleasant thought for young farmers 
who are the first to see their lives’ ambition as a farmer disappear. 

The young men of today, who are discouraged from farming and leave their 
farms to seek employment in the city, take with them the children who could 
have been the farmers of the next generation. Their children will add to the 
already crowded conditions in city schools. Adequate housing facilities are not 
in surplus. It is in the best interests of everyone that as many farmers as 
possible be afforded the opportunity to own and operate a farm. 

Our present farm program must be changed so as to assure adequate incomes 
for farmers and their families. A conservation acreage reserve as has long been 
advocated by our State farmers union president, would greatly help to solve the 
problems of diverted acres. 

The storing of perishable farm commodities to support the price is a costly 
undertaking and often results in spoilage and waste. The consumption of these 
perishables should be expanded among low income people. To assure farmers 
of adequate incomes, a system of price supports is needed that will allow perish- 
able commodities to be sold on the open market and enable the farmers to be 
compensated for the difference between the market price and at least 90 percent 
of parity. Much of the cost of such a plan would be offset by savings in the food 
budgets of consumers and in improved health throughout the Nation. As for 
dairy products when the needs of the people have been met and there is still 
surplus production, then that production should be controlled. Petitions were 
circulated in Trempealeau County to determine a cross-section of opinion toward 
such a program over the present method of price support. I, therefore, submit 
to this committee, the results of these petitions as evidence of farmers’ desire for 
an improved dairy program. We, as farmers, would like to feel that we are 
represented by a Government that is of the people, by the people, and for the peo- 
ple, including the farmers. 

Thank you. 


STATEMENT OF CHARLEY OMMODT, GENERAL MANAGER OF THE CASS-CLAY 
COOPERATIVE CREAMERY 


The Cass-Clay Cooperative Creamery Association, which I represent, is owned 
and operated by dairy farmers in this area. We bottle milk and manufacture 
butter, milk powder, ice cream and cheese. Our organization handles $5 million 
worth of dairy products annually, so naturally we are in close contact with farm- 
ers and their markets. 

During the war much of our production was channeled out of our normal trade 
outlets and taken by the Government for war needs. It was only natural to ex- 
pect that it would be difficult to regain customers lost during this period because 
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substitute products had in many cases taken over. Price supports have in a 
measure helped compensate for such losses of customers. These programs have 
worked well for some years; however, under unusually favorable production 
vears, when surpluses always become burdensome, losses from handling such 
surpluses were bound to occur. 

In fairness to price-support programs, it must be remembered such losses 
have not been a clear gain to our farmers nor a net loss to the taxpayer. In my 
opinion, it has been price insurance of the cheapest kind in protecting con- 
sumers on many occasions from paying unduly high prices for food supplies 
during temporary short supply. Farmers have always responded when called 
on to produce in every emergency and certainly deserve better treatment than 
75 percent parity for dairy products in times like we are experiencing at present. 

I would like to point out for your consideration how the patrons of our cream- 
ery have been affected under the flexible price support of 75 percent parity using 
figures taken from our records. For example, during the time 90 percent of 
parity was in effect, we paid our patrons $4.51 per hundred for 3.5 percent milk ; 
however, when parity was reduced to 75 percent, we had to drop our price to an 
average of $3.60 per hundred. This drop represents a loss to our producers of 
more than one-third million dollars annually, or about 23 percent of their in- 
come, 

We were told at the time, if parity was reduced to 75 percent, that the lower 
price would increase consumption. The cold facts are that when the Govern- 
ment’s giveaway programs, both foreign and domestic, are taken into considera- 
tion, the increase we have had was brought about mostly because of increase in 
population. The unfortunate part is that for every dollar we increased in sales, 
it cost the dairy farmer $10 in the lower price he received for his produet. As 
these farm prices went down and the things he bought went up, he was caught 
in a serious price squeeze; so to meet the fixed overhead on his farm, the only 
thing he could do was to milk more cows to get a sufficient income to stay in busi- 
ness. When prices are too low, they contribute to more production and even, 
greater surpluses. 

Dairying is a type of farming that requires more labor than almost any other 
phase of agriculture. In this country, we are committed to a high standard of 
living supported by high wages and the high cost of services of all kinds, many 
of which are protected by law and which add to the dairy farmer’s costs. There- 
fore, sales of dairy products in foreign markets, where labor costs and com- 
modity prices are much lower, present a problem. It is obvious, under the cir- 
cumstances, that our dairy markets must be protected adequately by import 
controls, otherwise, support programs could lose their effectiveness. In other 
words, import values must be stepped up from world levels to domestic levels by 
protective measures, and export values stepped down from domestic levels to 
world levels by subsidies, or by means of a two-price system. 

We commend your committee, as Members of Congress, for providing a school- 
nilk program and urge its continuation and expansion. It not only helps dis- 
pose of milk surpluses, but also contributes much to provide our children with 
health-building nourishment so important in the early years of a child’s life. 
We suggest further that this program be extended for use through welfare organ- 
izations of churches in their work to help the needy, and that some provisions 
for a stamp program be formulated so as to make dairy products more readily 
available for such purposes. 

We recommend to your committee that acres taken out of production of basic 
crops be set aside for soil-building practices with adequate compensation to the 
farmers to encourage building up the fertility of the soil. If acres taken out of 
basie crops are permitted to be used for feed grains, pasture, or hay, it will 
result in building up more surpluses of beef and dairy products. By elimi- 
nating such land from production it also eliminates the necessity of production 
controls on dairy products because a dairy farmer will contribute on the same 
basis as producers of other farm products. 

We are members of the National Milk Producers Federation and recommend 
the self-help plan which provides for the enactment of legislation by Congress 
under which farmers will eventually finance their own surplus program. How- 
ever, 90 percent of parity should be restored until such a plan can be put into 
effect. There is an immediate need of stabilizing prices of dairy products at 
levels that will not only assure an adequate supply of high-quality milk but a 
price that will give dairy farmers purchasing power equivalent to that consistent 
with other segments of our national economy. To accomplish this, dairy farmers 
cannot be satisfied with prices less than 90 percent of parity. 
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HorrMan, MInn., November 18, 1955. 
To: House Dairy Committee. 
From: Grant County Farmers Union, Minnesota. 
Whereas farm prices have and are now falling to the lowest levels in many 
years ; and 
Whereas the cost of farming operations is the highest it has been in the history 
of the country, and due to the fact that farmers in our county, on all types of 
farms, are forced to sell out their personal property and seek urban employment : 
Be it 
Resolved, That the Grant County Farmers Union, consisting of around 1,200 
voting members, all composed of farmers, go on record supporting a bill in 
Congress for a floor of 90 percent of parity on all farm products, both basic and 
nonbasic. 
HJALMER TOMMUDARL, 
Ohairman, Grant County Farmers Union. 


STATEMENT OF L. A. RossMAN, PUBLISHER OF THE HERALD-REVIEW AT GRAND 
RaApips, MINN. 


BASIC FACTS IN THE CONSIDERATION OF PARITY AND FARM PRICE STABILITY 


Within recent months, with increasing discussion of agricultural trends and 
prices, there has been a well-organized effort to deprecate the importance of 
agriculture in the United States. 

The first comment upon this effort is that if America did not have farms its 
people would not have food. 

It is also stated that farm population is declining and that the farmer is of 
smaller numbers, importance, and influence. 

It may be said that the agricultural population of the United States is of two 
kinds. The first and most obvious are those who live upon the farms. Con- 
trary to the general impression this population is not declining. Its proportion 
to the total population is decreasing, a trend which has been evident in every 
census since 1790. 

Since 1948, however, there has been no decline in the number of people living 
upon farms. That number has remained remarkably constant at approximately 
25 million. 

In addition to those who work and labor upon farms there is another great 
part of the population which is, directly and indirectly and in varying degrees, 
dependent upon the demands of modern agriculture. 

There was a time, not so long ago, when farming was quite self-sufficient. Its 
only power came from the hands and back of the farmer and the labor of his 
horses. The fuel which sustained both of these sources of power was the 
food that man and animals raised through their own exertions. Farm equip- 
ment was simple and long lasting. Farmers depended for their financial success 
on how little they could spend with others. 

On 170,000 farms of Minnesota there are 204,000 tractors and 195,000 motor 
vehicles. Power and light are at the switch: On many farms there is a larger 
investment in machinery and equipment than in lands and buildings. The 
farmer now has no choice. He must buy heavily of others. 

It might be possible to compute the number of people who are sustained by 
the purchases of those 25 million who operate the farms of the Nation. That 
would take a great deal of counting. Those who live in rural communities get 
their support from the business of agriculture. Lumber and construction mate- 
rials must build and maintain farm homes. The farmer is more dependent 
upon automotive vehicles than any other group in America. The manufacture 
of farm implements is a vast industry. A substantial part of the petroleum 
products of America goes to the farms. The processing of farm products, grains, 
and meats is one of the greatest industries of America. Railroads take farm 
commodities across the Nation. Many men and machines maintain the roads 
that lead from farm to market. 

To list the economic relationships of agriculture, employment and industry 
would be an almost endless task. One conclusion is certain—the number of 
people dependent upon the products of agriculture and the activities and stability 
of farming is greater than ever before, 
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THE CAUSE OF SURPLUSES 


There has been so much discussion of surpluses and price controls that many 
believe that price policies have brought about too much of too many commodities. 

Agricultural surpluses are generally created by factors beyond human control. 
Frosts in Florida and California may determine the fruit supply. The same 
potato diseases that sent the Irish to America still plague the grandchildren of 
the immigrants. Strong winds may convert wheatfields into shifting sands. 
Dry pastures may reduce the milk supply and green hillsides may make more 
butter than the Nation can eat. Hybrid corns increase production. Fifteen 
years ago the people of Minnesota did not know the soybean when they saw it in 
the fields. Today this product compounds the problems which confront fats of 
all kinds. Power and machinery have revolutionized farming methods. Employ- 
ment and wages determine the purchasing power of the people. Both war and 
peace have tremendous impacts upon the farm. 

Ten years ago there were a half million horses on the farms of Minnesota, 
Today there are a hundred thousand. The change of power on the farm from 
the horse to the internal combustion engine freed more than a million acres 
of land for the production of food for human beings. In the last 10 years the 
population of Minnesota has gained by approximately 200,000. The land that 
the horses no longer need will feed 400,000 human beings. On a nationwide basis 
the land that the horse has relinquished since 1940 will feed 10-million people. 

In the western part of Minnesota lies a portion of the Red River Valley whose 
lands are the most fertile in the Temperate Zone. For some years this great 
area produced only occasional crops. But for more than a decade the valley has 
not failed. The kindness of nature and her rains in but one part of the Nation 
has accounted for perhaps the whole surplus of certain commodities in the past 
10 years. 


LOW PRICES AND SURPLUSES 


There is another widespread fallacy that low prices and distress upon the 
farm are the cures for surplus agricultural production. 

Go back to the sad thirties. Wheat sold at the lowest prices since the times of 
Queen Elizabeth. The merchants of southern Minnesota found it cheaper to 
heat their stores with corn than with coal. Meat on the hoof was 4 and 5 cents 
a pound. The great terminal freight yards were filled with carloads of agri- 
cultural commodities that would not yield enough on the market to pay the 
freight. This condition which caused so much distress and poverty on the land 
did not solve the problems of surplus. That solution rested only in ruthless 
destruction and the restoration of normal seasons and production. 

The support prices of dairy products were cut on the theorr that lower prices 
would stimulate buying by the public and reduce production ©: the farm. This 
was followed by great indignation, mistrust, and lack of confidence. Never 
before had there been a sustained over production of the principal dairy com- 
modities. 

How did this plan work out? The public that bought dairy products received 
some benefit. The producer stood to lose. But he sought to protect himself by 
the only methods within his command. He did not sell his poor cows for meat. 
He kept them for every pound of milk they would produce. The dairy farmer 
had fixed costs that he could not meet with a combination of reduced production 
and a reduced price. 

The price reduction, brought about by various causes, was not confined to dairy 
herds but to cattle of all kinds. The price of cattle on the hoof was 25 cents 
in 1952. In 1954 it was 16 cents. In this same period the price of milk at whole 
sale dropped from $3.88 cents a hundred to $3.13. Butterfat in cream fell from 
81 to 65 cents a pound. The shock of a declining price for a great product affected 
the value of farms. It drove the price of milk cows from $271 to $165 a head. 

The farmer responded with increased effort and labor on the part of his 
family and himself. In 1952 there were 3,472,000 cattle on Minnesota farms. At 
the end of 1954 there were 3,900,000. The number of cows increased from 1,- 
641,000 to 1,820,000. The total milk production increased from 8.1 billions to 
8.6 billions of pounds. Minnesota butter production increased from 247 mil- 
lion a 272 million pounds and cheese increased from 47 million to 63 million 
pou 

Even with these increases of production of both cattle and dairy products the 
gross income from both declilned. 

Prices below the cost of production, loss, misgivings, unwise action, and false 
theories are not the answers to any important problems in agriculture. 
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EFFICIENCY AND THE SMALL FARM 


Pressed by the critics of their actions many who would deflate agriculture have 
made two disturbing charges. One is that agriculture is inefficient. The Goy- 
ernment answers that charge by its report that the index of farm output per 
man-hour has increased by 76 percent in 15 years. 

Agriculture is a great human undertaking and there are some who may not 
be best fitted to the farm. But the answer to the inefficiency of a factory is not 
to cut the wages of all workers. 

No industry has made greater strides than agriculture. Fewer numbers of 
people are producing more food. Investment has been greatly increased. Won- 
ders of science have been applied to the farm. No people work longer, harder, 
and at generally lower compensation. Surpluses stand as confusing but unde- 
niable evidence of the efficiency of the farm. 

Further efficiency will not be encouraged by poverty, uncertainty, and lack 
of confidence. Progress in farming depends upon the ability of agriculture to 
invest and buy. That cannot be done without income comparable to the cost of 
that which is purchased. 

Due to many causes, Minnesota is a land of small farms. In 1950 there were 
170,000 farms with cropland harvested. Only 165 were more than a thousand 
acres. The average size of all farms was 184 acres compared to 169 acres in 
1920. Forty-four thousand farms are of less than 50 acres. Only 22,000 farms 
of Minnesota have a regular employment of hired labor. BHighty thousand farms 
report that 120,000 members of the farm families work without compensation. 

On these smaller farms reside no less than 200,000 people. Some farms are 
most intelligently and profitably tilled. Others provide the larger part of those 
who live on the land and receive part of their income from outside employment. 
Some work on larger farms. Others are employed in nearby communities and 
industries or in mines and forests. 

Over the recent quarter century the number of small farms, those of less than 
50 acres of cropland harvested, have tended to increase. In the last 10 years 
of high and attractive industrial wages the number has declined. The most 
important fact is that more than 40,000 small farmers in Minnesota have re- 
sisted every allurement that would take them from the land. These people re- 
sent any suggestions that their lives are ineffective or unhappy or their ehildren 
unfortunate. They have nothing but fear of the confusion and slums of the cities. 


THE JUSTICE OF FULL PARITY 


For a generation the American consumer has been favored by the price of agri- 
cultural commodities. 

There was not a single year in the prosperous 1920’s in which the farmer re- 
ceived a full parity price for his products. In the 1930’s the parity price ratio 
averaged 77.5 percent. In the 1940’s price controls probably favored the con- 
sumer by keeping prices but little over parity and much less than the generally 
speculative prices of war days. In the fifties farmers have received less than 
parity and the ratios of today are similar to those of the late thirties. 

Agricultural policies for the future are now in the making. This is the time 
when agriculture should demand the full parity price. There is both sense and 
justice in such a demand. 

All other groups in the economy seek to sell their goods and services at parity 
or better. Wages have advanced while farm prices have declined. The prices 
of those things that the farm must buy have risen. Industrial and business 
profits point upward. Taxes, interest, and fixed charges have become higher 
and the farmer has less from which to pay them. Bach year the farmer has been 
receiving a smaller proportion of that which the consumer pays for food. 

It will be, at times, necessary to support farm prices. To avoid undue sur- 
pluses production must be restricted. The compensation for limitation of pro- 
duction must be an adequate price for that which is to be sold. The farmer can- 
not take a reduction in both price and production and prosper. 


CHANGES IN PRICE-SUPPORT POLICIES 


Experience now points the way to changes in general price-support policies. 

Price supports should be extended only to the production of bona fide farmers. 
Much of the surplus of the past has been from farms operated for speculative 
profit by those who are but temporary producers. Such operations are not en- 
titled to inducements for they are not a permanent part of agriculture. 
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The determination of the bona fide farmer need not be difficult. Ownership of 
land, proportion of income which arises from farming, investment in the tools 
of agriculture, evidence of continuous production, and time devoted to farming 
may all be helpful factors in the determination of those rightfully entitled to 
parity price supports. 

Since the cost of handling, shipping, and storing of agricultural products pur- 
chased under support plans have been large every effort should be made to retain 
the largest possible part of any surplus production on the farm. Possibilities 
of upgrading that which is to be sold and a wise use of surpluses on the farm 
are both very practical. If surpluses are to be reduced it is better that they 
should be used or perish where they are produced rather than after large in- 
vestment and expensive shipment and storage in distant storehouses. 

Politics should be put far in the background in the solution of a great and uni- 
versal problem. Consideration should be given to a plan where the producer 
may sell at the market and be compensated annually for the difference between 
that which he received and the full parity price. 

America knows much more about its agriculture than ever before. Statistics 
of production are more complete and forecasts are more accurate. Every pos- 
sible effort should be made to restrain surpluses and provide sufficiency by volun- 
tary, intelligent, and unselfish cooperation. In this way some surpluses might 
be avoided and farms freed from arbitrary controls. 


AN ANSWER TO FEAR 


There has been so much talk of surpluses that the public fears them. Their 
existence is charged to everything except the real causes which lie with nature 
and the elements. 

With a comparatively stable farm area the population of the United States 
has increased by more than 14 million since 1950. The United States may have 
35 million more mouths to feed by 1980. Some wonder whether or not the 
farms will be able to provide the food that more people will demand. America 
will be fortunate if scarcity does not prevail. Stability of agricultural prices, 
in times of surplus to protect the producer and in days of insufficiency to protect 
the consumer, is of great national concern. 

Surpluses may or may not continue as the sun, rains, or other factors will 
dictate. But a surplus is not a threat to national interest. It may bring some 
confusion but it is also a comfort. In a world where a third of the people go 
to bed hungry a Nation with sufficient, and even too much food, is greatly 
blessed. Granaries too full may make problems. Empty warehouses are tragic. 

In a nation which spends so much for so many things which are harmful and 
demoralizing there is often criticism of the cost of the agricultural price-support 
program. 

In the first 20 years of this program the cost was about a billion dollars, a 
very small part of the totai value of agricultural production in the United 
States. 

Within recent years the investment in commodities has been great. No one 
knows what the net cost of the whole program has been and that amount will 
not be known until the commodity inventory has been liquidated. 

From every indication the total cost of the program in behalf of American 
agriculture will be somewhere between 5 and 10 percent of the aids granted 
by the United States to sustain the agriculture, the economies, and arms of 
foreign lands, 


STATEMENT BY Bos BERGLAND, RosEav, MINN. 


As indicated in previous correspondence, I have some very definite opinions 
and recommendations towards reaching a solution to the farm dilemma that 
exists in our area. Although these notions may not be relevant to the functions 
of the governor’s committee, I do think there may be points of interest included 
that do pertain to this committee. 

I operate a 600-acre grain and cloverseed producing farm in the valley of the 
Roseau River. The 6 or 7 counties in the extreme northwest corner of the 
State are unique in that the production of feed grains and flaxseed, along with 
cloverseed, is the basic income of the average farm. Our geographical situation 
places us out of the dairy sheds, and as corn does not do well, we have not 
depended on hogs as an enterprise. Our extreme winter weather places a handi- 
cap on any livestock enterprise, driving us into the production of field crops. In- 
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asmuch as this type of farming brings us only a seasonal income, we are, perhaps, 
more dependent on a sound support price program than any other area of the 
State, and are hardest hit when there is no program to stabilize our marketing, 

I do not agree with those who insist that 100 percent of parity supports are 
too high. I think supports are not high until they are over 100 percent of parity, 
nor are they rigid as they are geared to the farmer’s cost of production. 

I feel that if a storable commodities loan program is to be effcetive and work- 
able, more farm crops, including flax, barley, and oats, must receive considera- 
tion as a basic crop, as these are basie to our end of the State. As the loan 
program now stands, acreage diverted from wheat in our area goes into the pro- 
duction of barley, flax, and oats adding to the oversupply already existing in 
these commodities—and the flexible support prices do not stop this trend, but 
rather accelerate it. 

Let me cite a few figures to illustrate my point. From the 1952 level of sup- 
port and production, oats supports are down to 70 percent of parity with pro- 
duction up 28 percent in 1955. Barley is down to 70 percent with production 
up 70 percent. Flax is lowered to 65 percent of parity with production climb- 
ing 38 percent. It is self-evident that proof is shown that flexible price supports 
do not work in our type of farming, but rather they drive the farmer without 
financial reserves, to economic ruin. 

In 1951, the University of Minnesota conducted a survey (Rept. No. 208, 
department of agricultural economics) involving 26 farms in the Red River 
Valley, which is in my area. These farms averaged 550 acres in size and are 
among the best farms in this fertile valley. The survey was conducted to deter- 
mine the cost of production of commodities raised on these better farms. Let me 
add this, 1951 was one of the better years, costs were not as high as now, and 
weather conditions were optimum, producing an above average crop, thus tend- 
ing to minimize the cost per unit. It cost $1.19 to produce a bushel of wheat. 
The announced support rate on wheat will be $1.82 to the grower in 1956, leav- 
ing a net to the producer of 63 cents on a limited production. Average cost of 
oats was 72 cents with 1955 support rate of 52 cents leaving a loss to the grower 
of 20 cents. Barley averaged 78 cents, with the 1955 support rate at 92 cents for 
top quality, leaving a net of 14 cents. Flax cost $2.47 with the rate at $2.92, 
leaving a net of 45 cents. It is plain to see why these flexed prices, coupled to 
in all-time production record for the area, which drive the cash markets down, 
are sending the farmers and businessmen in our one-time prosperous communi- 
ties to ruin. It must be included, that the farmers cost of living was not calcu- 
lated into these costs of production. 

If a conservation acreage reserve system could be instituted to pay rent to 
the farmer, in proportion to the productivity of the land, for retiring unneeded 
acreage and holding them in a soil fertility bank, I think the pressure against 
controls would be lessened. Under such a program I favor a limit ‘of $2,500 
to any farm enterprise. Let me emphasize that a soil fertility bank alone is 
not enough. We need a full parity-support program to provide stability to the 
markets. 

I realize that unless a controls program is available to regulate production 
if necessary, a price-support program may be bankrupted by even a slight 
overabundance. Let me assure you that the vast majority of working farmers 
in my area would positively accept production controls on storables, in return 
for a sound, inflexible, price support program. I do think that simply acreage 
allotments as a method of control have some shortcomings. I urge that a 
study be launched to determine the merits of a bushel-allotment program 
through a system of marketing cards be set up to supplement the acreage allot- 
ment idea. 

Under the controls program now existing, the smaller farmer is most cer- 
tainly penalized, as he is expected to cut his production in the same proportion 
as the bigger operation, and this may cut his income to the point where he cannot 
earn a living from that farm. In the name of commonsense, I feel that no pro- 
ducer whose farm grosses less than $5,000 annually should be asked to take 
production cuts. As the price support program is primarily intended to aid the 
family-type farmer, I think a limit on price supports available to any one 
farmer should be $25,000 annually, and that any portion of farm production 
exceeding that figure should net be supported. This, 1 believe, could reduce 
substantially the cost of the program, and still aid those for whom it was 
intended. 

I wholeheartedly endorse a graduated production control program with the 
larger producer receiving a higher percentage of cut than the smaller, thereby 
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creating a situation that may tend to halt the stampede toward farm consoli- 
ration and the elimination of the family-twpe farmer. 

I am opposed to the modernized parity formula, as it tends to accelerate a 
trend in farm price declines. I favor a parity formula based on the farmer’s 
cost of production and living, and one that retains the stability of the old formula. 

We all reatize full well, that a controls program is not an ideal situation, that 
absolute freedom of production should be set as our goal. I believe the day 
will be when such circumstances will be at hand. Until such utopian conditions 
are present to balance supply with demand, the unsupported market will never 
give justice to the farmer as long as he produces enough and to spare. The 
surplus, no matter how small or large, will always be used to destroy the 
farmer’s price. Yet we want a surplus in preference to a famine. In view of 
conditions as they exist today, and in the immediate future, there is no substitute 
for a sound and just farm program if we are to preserve farming as a way of 
life. 

MINNESOTA’sS CATTLE AND Darry INDUSTRY 


Dairy supplement by Victor A. Erlandson; supervised by David O. Mesick ; com- 
piled and issued by section of State-Federal Crop and Livestock Reporting 
Service, Minnesota Department of Agriculture, Dairy and Food Division of 
Administrative Services cooperating with United States Department of Agri- 
culture, Agricultural Marketing Service, Agricultural Estimates Division 


For this project, State funds were matched with Federal funds received from 
the Agricultural Marketing Service, USDA, under provisions of the Agricultural 
Marketing Act of 1946. 


FOREWORD 


Dairying as a part of the cattle industry in Minnesota supplies the State’s 
farmers with about one-fifth of their annual income. To many farmers, the pro- 
duction and sale of milk and its products is the main enterprise. In addition, 
the beef produced as a byproduct of dairying is also an important source of in- 
come. Hence, dairying is the basis for much economic activity both on and off 
the farm as it relates to the production and marketing of over 8 billion pounds 
of milk annually for Minnesota. 

This bulletin has been prepared to serve persons concerned with milk produc- 
tion and the other related problems such as transportation, processing, storage, 
and distribution. It is issued as a supplement to the earlier publication prepared 
March 1953 and titled ““Minnesota’s Cattle and Dairy Industry.” Of particular 
significance may be the county estimates of milk cows and milk production which 
are available for the first time in this supplement. The county estimates are 
based on consideration of available data from censuses and producer surveys 
made during the 1989-54 period. It is intended that the county estimates of 
annual milk production will be useful guides to the trend and importance of 
production in the various areas of the State. For publication, the production 
estimates have been rounded to the nearest million pounds. 

The work of preparing the estimates and other material for this bulletin has 
been done as a part of the basic data project sponsored by the Minnesota Depart- 
ment of Agriculture, Dairy, and Food cooperating with the Agricultural Market- 
ing Service, United States Department of Agriculture. An appropriation for the 
project has been made at each session of the Minnesota Legislature, starting 
in 1949. These State funds have been matched on a 50-50 basis with Federal 
funds made available for the same purpose through the Agricultural Marketing 
Service, United States Department of Agriculture, under provisions of the Agri- 
cultural Marketing Act of 1946. After matching, the funds from both State and 
Federal sources have been expendable under the authority of the commissioner 
of agriculture, dairy, and food in accordance with State laws and regulations. 

The sponsors appreciate the cooperation of many farmers, business firms, and 
other individuals who supplied needed information. Acknowledgment is also 
due the general staff of the State-Federal Crop and Livestock Reporting Service, 
but especially to Paul Walsh and Robert Hjort, agricultural economists and 
statisticians, Miss Lucile Broecker, and Mrs. Lavina Chegwyn for assistance 
in matters relating to design, arrangement, and preparation of statistical 
material. 

Roy A. Boptn, 
Agricultural Statistician in Charge. 
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MINNESOTA’S CATTLE AND Datry INDUSTRY 
ee 
INTRODUCTION 


Prior to 1860, Minnesota’s agriculture was a simple pioneer and self-sufficing 
type of operation. After that, it changed rapidly toward a commercialized 
basis with wheat in a dominant position. Wheat production continued to 
expand until 1898 when 106 million bushels were produced, an all-time record 
for the State. Thereafter price changes occurred which encouraged livestock 
production and that industry soon became and continues to be the principal 
source of farm income. In 1954, over 69 percent of all cash farm income came 
from the sale of livestock, livestock products, and poultry. In the same year, 
dairying accounted for $233 million or almost 19 percent of all cash farm income. 
In addition, considerable income was derived as a byproduct of dairying from 
the sale of dairy animals for beef; mainly male stock, old cows, and veal calves. 


Minnesota’s rank as a dairy State 


For many years, Minnesota has been among the leading dairy States in num- 
ber of milk cows and milk production. Her large surplus of milk above local 
heeds has made the State a leader in the manufacture of dairy products; 
principally butter, cheese, and dried nonfat milk solids. 

In 1954, Minnesota ranked second in milk cows behind Wisconsin but barely 
ahead of New York in third position. Its large number of milk cows enabled 
Minnesota to rank third in milk production in 1954 even though she was not 
among the 10 leading States in annual rate of production per cow. The State’s 
actual rank was 15th in the rate of production per cow as the rate was much 
higher in many Eastern and Far Western States. The overall importance 
of dairying to the State is perhaps best measured by cash income received by 
farmers from the sale of milk and cream. On that basis, Minnesota is in fifth 
place. 

The State’s importance in the manufacture of dairy products is indicated 
by its No. 1 rank in the production of butter, second in production of nonfat dry 
milk solids, and third position in the production of cheese. In 1953, Minnesota 
produced 19 percent of the Nation’s supply of butter, 20 percent of the nonfat dry 
milk solids for human consumption, and 6 percent of the cheese. Significant pro- 
portions of many other products were also produced such as condensed and 
evaporated milk, dry buttermilk, dry whey, and ice cream. 


TaBLe 1.—Leading States on specified dairy items, 1954 
Item 


Milk cows on farms ! 

Milk oe é 

Milk produced per cow 2. __. ..| New Jersey. a 

Cash receipts from market- isconsin..| New York .| Calif Pennsylvania_| Minnesota 
ing milk and cream. 

Creamery butter manu- .| Wisconsin_. Nebraska_....| Ohio 
factured. 

American cheese manu- ..| Missouri... 


factured. 
Nonfat dry milk solids, 1953_|_...-. do. .... 


Item 6 


Cash a from marketing Michigan. - .| Dlino 
milk an 

ae butter manufac- Illinois 

American cheese manufac- | New York_...| Kentucky 


tured. 
Nonfat dry milk solids, 1953._| California Missouri. _- 


1 Average number during year, heifers not freshened are excluded. 
“Minnesota ranks 15th. 
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Farms reporting milk cows 


A reliable indication of the number and proportion of Minesota farms which 
produce milk is available from the annual State farm census. The census is 
taken annually during May by local assessors who obtain the information for 
farms which are three or more acres in size. 

Since 1941, the number of farms keeping cows and 2-year-old heifers primarily 
for milk production has shown a sharp downward trend. In 1941, when the 
Nation entered World War II, the census showed that 91 percent of all farms 
had milk cows. Thirteen years later in 1954, the proportion had dropped to only 
77 percent. The number of farms with dairy cows declined from 163,000 in 
1941 to 119,000 in 1954, a decrease of 27 percent. The drop in number of farms 
with milk cows has been greatest in northeastern, east central, and south central 
counties. 


TaBLE 2.—Cows and heifers, 2 years old and over, kept for milk: Number on 
farms, Jan. 1, 1955, 10 leading States, division, and United States, with com- 
parisons 
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TaBLE 3.—F arms reporting milk cows: Number and percent of all farms and 
number, by districts, Minnesota, 1940-54 * 


[Thousand head] 
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1 Cows and heifers, 2 years old and over, kept for milk. 
2 Refer to outline map below. 


Source: State Farm Census, May. 
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CROP-REPORTING DISTRICTS 


Dairy cattle numbers 


In Minnesota, most cattle are of the dairy type and are kept primarily for 
milk production. The proportion of cattle which are dairy type has declined 
quite sharply since the start of the World War II period. In 1940, the female 
stock kept mainly for milk production equaled 73 percent of all cattle on 
farms January 1. For 1953, 1954, and 1955, the proportion was only 62 percent. 
Even though the number and relative importance of dairy cow numbers has 
declined, milk production has been maintained compared with earlier years 
through a marked improvement in the rate of production per cow. 

For the State, the number of cows and heifers, 2 years old and over, kept 
for milk, was at an all-time high on January 1, 1944, of 1,882,000 head. After 
that date, numbers showed a consistent and sometimes rapid downward change 
until January 1, 1952. On that date, the total of 1,412,000 head was the lowest 
since 1921. Numbers moved upward in 1953 and the early part of 1954, but 
were again lower by January 1, 1955, when 1,496,000 cows and heifers, 2 years 
old and over, were being kept for milk on Minnesota farms. On January 1, 1955, 
total female dairy stocks, including growing heifers being kept primarily for 
milk, numbered 2,429,000 head. This number compares with the recent low of 
2,217,000 head on January 1, 1952, and the all-time high of 2,745,000 head on 
January 1, 1944. 
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Tasin 4.—Cattle: All cattle and cows and heifers, 2 years old and over, kept for 
milk on farms Jan. 1, and milk cows on farms, June and annual average, 
Minnesota, 1940-55 
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1 Excludes heifers that have not freshened. 


TABLE 5.—Cattle: Number on farms, Jan. 1, by classes, Minnesota, 1940-55 
[Thousand head] 
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| Female stock kept for milk. 


Distribution of milk cows 


Milk cow numbers, including 2-year-old heifers not freshened, are most dense 
in the east central and southern counties of Minnesota. The concentration is 
heaviest in a belt of counties including those in the extreme southeast and others 
in an area extending northwesterly to include Becker and Ottertail on the north. 
Within this belt, numbers are most dense in McLeod, Carver, Scott, Wright, and 
in western Hennepin County. These counties are just west of the Minneapolis- 
St. Paul metropolitan area. Numbers are also very dense in southern Goodhue 
and parts of Dodge, Olmsted, and Wabasha Counties, an area in which the use 
of milk for the making of cheese has been very important for many years. 
Over the rest of the State, numbers are more evenly distributed, thinning out 
in westerly and northerly directions. 
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Partly due to size, Stearns County, in 1954, lead all others:in the number of 
milk cows on farms with 59,600 head. In second place was Ottertail with 56,500 
followed in order by Wright, 38,700; Todd, 37,100; Goodhue, 36,400; Fillmore, 
33,300; Morrison, 31,500; McLeod, 31,000; and Carver, 29,000. 

In 1943 during World War II milk cows in production in Minnesota reached an 
all-time high of 1,748,000 head. At that time and in earlier years, milk cow 
numbers were much more evenly distributed throughout the State than has been 
the case in more recent years. The tendency has been for numbers to become 
more concentrated in east central and south central counties. Since 1943, the 
number of herds has declined rapidly but those which remain, on the average, 
are larger in size. Seasonally, milk cow numbers change very slowly. 


Milk production and the rate of production per cow 


Seasonably the change in the rate of production is much more important than 
the change in milk-cow numbers. The annual change in milk-cow numbers is 
seldom more than a few percentage points. Such a change is minor when dis- 
tributed over 12 monthly periods. In most of the recent years, production has 
reached a peak exceeding 900 million pounds in May and June while the low 
in production has been under 500 million pounds in September and October, 


MILK COW DISTRIBUTION 
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TABLE 6.—Milk cows: Average number on farms, by months, Minnesota, 1940-55 * 
(Thousand head] . 
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1 Excludes heifers that have not freshened. 


This wide seasonal variation in production is directly related to the difference. 
in the rate of production per cow. Twenty years ago the low point in total 
production came in October or November—generally November. The peak 
months, May or June, are still the same as they were 20 years ago. 

It is interesting to note that in recent years, the seasonal drop in milk pro- 
duction from spring to fall has been greater than it was 20 years ago. Im fact, 
the seasonal movement in 1954 was greater than it was back in the early 1940’s 
or in the 1930’s. An examination of the chart on page 8 points up this fact. 

Since 1937, annual milk production in Minnesota has totaled over 8,000 million. 
pounds in all but 2 years, 1948 and 1951. After reaching an all-time peak of 
8,995 million pounds in 1942, production dropped quite sharply in the next 9 
years to only 7,942 million pounds in 1951. A period of increase then occurred 
and for 1954, production totaled 8,615 million pounds. This comparatively high, 
level of production, within 4 percent of the peak in 1942, was attained even 
though milk-cow numbers were 20 percent less. This accomplishment was due. 
to an increase in the annual rate of production per cow from 5,255 pounds in 
1942 to 6,180 pounds in 1954. For this same period, the rate of production per 
cow for the United States was increasing from 4,736 pounds in 1942 to 5,512 
pounds in 1954, 

Generally, those counties within 100 miles of Minneapolis-St. Paul have the 
highest rate of milk production per cow. This is also the section of Minnesota 
with the greatest concentration of milk cows. Some of the counties with a 


‘Taste 7.—Milk production: Average production per milk cow, by months, 
Minnesota, 1940-55 * 
[Pounds] 
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high rate of milk production per cow are Anoka, Carver, Chisago, Dakota, Hen- 
nepin, McLeod, Ramsey, Scott, Washington, and Wright. This area supplies 
most ef the bottling milk for Minneapolis and St. Paul. Another area with a 
high rate of milk production includes Dodge, Goodhue, Olmsted, Rice, Steele, and 
Wabasha Counties. This area has been important in the manufacture of cheese 
for Many years. 
Time of freshening and seasonal variation in milk production 

As mentioned in regard to the rate of production per cow, monthly production 
increases to a peak in either May or June, then decreases rather rapidly to its 
lowest level in September or October. This is due to several factors, but time 
of freshening is perhaps the most important. In Minnesota, the seasonal up- 
trend in milk cow freshenings for 1954 started in August and quickly reached a 
peak in October and November and was nearly as high in December. After Jan- 
uary 1, the freshening rate declines sharply to a low in the following June and 
July. An examination of 1954 freshenings by months reveals that 64 percent oc- 


Tas_e 8.—Milk production: Total production on farms, by months, Minnesota, 
1940-55 


[Million pounds] 


i : : vs tS 
April] May Au- CoP No- De- Annual 





March | 


gust — i vember|eem ber 


a 


782 552 | 536 
821 BLE 562 | { 536 564 
818 i 570} ! 569 679 
848 ) 554 506 615 
81l ‘ 521 512 614 
778 550 536 648 
806 536 527 627 
828 467 582 
7 492 590 
808 5 500 613 
828 | 582 
782 5 d 5 561 
758 
841 
884 
849 


657 8, 405 














MILK COWS AND MILK PRODUCTION ON MINNESOTA FARMS, 1925-54 
10 


THOUSAND MILK COWS 
G39N00Nd SONNOd NOINNE 


0 
1925 
Minnesoto Crop Reporting Service 





INVESTIGATION OF DAIRYING, 1955 473 


MILK PRODUCTION, BY MONTHS, MINNESOTA, I954 WITH COMPARISONS 
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curred in 5 months, January, September, October, November, and December. 
Only 36 percent of the freshenings occurred in the other 7 months, February 
through August. 

Due mainly to time of freshening, the highest proportion of dairy cows are in 
production during the winter and spring months. Hence, the number in produc- 
tion is still at its seasonal peak in May when cows are turned out on pastures. 
The pasture feed is usually a stimulant to the rate of production. The effect of 
both factors, large numbers of cows in production and a high rate of production 
per cow, is that total production reaches a seasonal peak at that time of year. 
Late in the summer the number of cows in production is much lower and at that 
time pasture feed is often quite short. This combination results in a greatly 
reduced total production, the lowest level being reached usually in September or 
October. 

By areas within Minnesota, fall freshenings are earlier and, therefore, more 
important in the southeast quarter of the State. In this area, September fresh- 
enings are especially important with the seasonal peak occurring in the October— 
November period in contrast with November—December for the remainder of the 
State. In general, the time of freshening is also closely related to size of herd as 
indicated by a grouping of herds according to number of milk cows. To illus- 
trate, September freshenings total about 6 percent of the yearly total for herds 
of less than 10 cows, 10 percent for herds of 10-29 cows, and 13 percent for herds 
of 30 or more cows. These figures show that farmers with larger herds tend to 
have their cows and heifers bred so that they will begin freshening earlier in 
the fall than do the owners of the smaller dairy herds. 


TABLE 9.—Milk cows: Percent of total milk cow freshings, by months, 
Minnesota * 


Year 1954: Year 1954—Continued 
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1 Based on data reported Mar. 1 and Sept. 1, 1954. 
69970—56——_31 





474 INVESTIGATION OF DAIRYING, 1955 


TaBie 10.—Milk: Number of milk cows on farms, annual milk production per cow 
and total milk production, by counties, Minnesota, 1989-54 
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TABLE 10.—Milk: Number of milk cows on farms, annual milk preduction per 
cow and total milk production, by counties, Minnesota, 1939-54—Continued 
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TABLE 10.—Milk: Number of milk cows on farms, annual milk production per 
cow and total milk production, by counties, Minnesota, 1939-54—Continued 
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TABLE 10.—Milk: Number of milk cows on farms, annual milk production per 
cow and total milk production, by counties, Minnesota, 1939-54—Continued 
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Taste 10.—Milk: Number of milk cows on farms, annual milk production per 
cow and total milk production, by counties, Minnesota, 1989-54—Continued 
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TaBLE 10.—Milk: Number of milk cows on farms, annual milk production per 
cow and total milk production, by counties, Minnesota, 1939-54—Continued 


Milk cows |Production Total Milk cows |Production Total 
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TABLE 10.—Milk: Number of milk cows on farms, annual milk production per 
cow and total milk production, by counties, Minnesota, 1939-54—Continued 


Milk cows |Production Total Milk cows |Production Total 
oO . on farms per cow | production! on farms per cow | production 
sounty 
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TaBLe 10.—Milk: Number of milk cows on farms, annual milk production per 
cow and total milk production, by counties, Minnesota, 1989-54—Continued 


Milk cows | Production Total Milk cows |Production Total 
o . on farms percow | production; on farms per cow | production 
ounty 
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TaBLe 10.—Milk: .Number of milk cows on farms, annual milk production per 
cow and total milk production, by counties, Minnesota, 1939-54—Continued 
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TaBLe 10.—Milk: Number of milk cows on farms, annual milk production per 
cow and total milk production, by counties, Minnesota, 1939-54—Continued 
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TaB_e 10.—Milk: Number of milk cows on farms, annual milk production per 
cow and total milk production, by counties, Minnesota, 1939-54—Continued 


Milk cows |Production| Total Milk cows Production| Total 
County on farms per cow | production| on farms per cow production 
{ 


1949 1950 


Million Million 
Southeast district (9): Number Pownds pounds Number Pounds pounds 
Dakota . 20, 200 7, 300 147 19, 900 7, 200 143 
20 000 ' 132 19, 400 6, 600 128 
30. 300 5, 158 154 


251 
Houston 
Mower 122 | 


So 





geggees 


3 


| 


sesesuseses 


S 


-o 
NS PoeeSs 


8 
SESSSSSESS5 


Basico 
SSSSSSESSS= 


SUS St Sn OS 


“s 


SSESSEREEEE 


Fe 
=> 


: 


ae 


Koochiching 
Lake of the Woods 


400 
400 
5, 400 
5, 400 
5, 400 
5, 400 


= 


ape 
S25 |8 
Sloe 

g\232 \s 


| 5 
8|S28 
a 

= 

So 


West central district (4): 
Big Stone 


i 


oof? oo ex 
SAP 


SSSSSSSSSESESE | E|SSSSSSSSSSES 


- 


Sok wan 


8 
FFs 


— 
SaaSn 


- 


+ 





-_ 
_ 
Caa2aoNn 


Sr OF ON SO OS ON So Gn 


DP AAA AAA aw 


3 
* 
g 





5 
8 


Pera BRRs 
AEBS Bs 


gx 5 
geusgceegegses |s\feeezeseceue 


sgugeceegssees | slsessseesesss 
sggeeueauegses | e\seeeeseesess 


: 8 
PI PALO L ASO LLAONYAM 
we 

SEBEEo 

PAPA AAAAAANANS 





INVESTIGATION OF DAIRYING, 1955 485 


Tabrw 10.—Milk: Number of milk cows on farms, annual milk production per 
cow and total milk production, by counties, Minnesota, 19389-54—Continued 


Milk cows |Production Total Milk cows |Production Total 
County on farms per cow | production! on farms per cow | production 
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TABLE 10.—Milk: Number of milk cows on farms, annual milk production per 
cow and total milk production, by counties, Minnesota, 1939-54—Continued 
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TaBLE 10.—Milk: Number of milk cows on farms, annual milk production per 
cow and total milk production, by counties, Minnesota, 1939-54—Continued 
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Farm disposition of milk 

During and since World War II, marked changes have occurred in the 
methods of marketing milk by Minnesota farmers. Recently, a larger propor- 
tion of the milk is being sold and more of the sales are in the form of whole 
milk rather than cream. This latter change is emphasized by noting that 63 
percent of production was sold wholesale as whole milk in 1954 compared with 
only 16 percent in 1941. The proportion sold as whole milk is highest in eastern 
counties, especially in the vicinity of Duluth, Minneapolis, St. Paul, and 
Rochester. 

Another important change has been the decrease in the use of milk on farms 
where produced. Farm use dropped from 10 percent of production in 1941 to 
only 6 percent in 1954. The de.rease in the farm use of milk is associated 
mostly with the decline in farm population and a change in feeding practices 
applied to the raising of calves. During the same period the amount of milk 
sold retail as milk or cream had also declined sharply to a negligible amount 
in 1954. The importance of retail sales by farmers decreased after revision 
of the Minnesota pasteurization law. The revised law requires milk and cream 
to be pasteurized before sale for human consumption. It does not apply to 
milk secured or purchased for his personal use by any consumer at the place or 
farm where the milk is produced. 


TABLE 11.—Milk: Production, disposition by farmers and income, Minnesota, 
1925, 1930, 1935, and 1940-54 
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TABLE 12.—Milk equivalent of dairy plant receipts, proportion received as milk 
and cream, and percentage of butterfat in whole milk received from farmers, 
by counties, Minnesota, 1951 
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See footnotes at end of table. 





490 INVESTIGATION OF DAIRYING, 1955 


TABLE 12.—Milk equivalent of dairy plant receipts, proportion received as milk 
and cream, and percentage of butterfat in whole milk received from farmers, 
by counties, Minnesota, 1951—Continued 
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TABLE 13.—Milk equivalent of dairy plant receipts, proportion received as milk 
and cream, and percentage of butterfat in whole milk received from farmers, 
by counties, Minnesota, 1952 


Plant receipts ! 
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TABLE 13.—Milk equivalent of dairy plant receipts, proportion received as milk 
and cream, and percentage of butterfat in whole milk received from farmers, 
by counties, Minnesota, 1952—Continued 
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TABLE 14.—Milk equivalent of dairy plant receipts, proportion received as milk 
and cream, and percentage of butterfat in whole milk received from farmers, 
by counties, Minnesota, 1953 
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TABLE 14.—Milk equivalent of dairy plant receipts, proportion received as milk: 
and cream, and percentage of butterfat in whole milk received from farmers, 
by counties, Minnesota, 1953—Continued 
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TABLE 15.—Milk equivalent of dairy plant receipts, proportion received as milk 
and cream, and percentage of butterfat in whole milk received from farmers, 


by counties, Minnesota, 1954 


Northwest district (1): 


Mahnomen 
Marshall 


Pennington 
Polk 

Red Lake 
Roseau _. 


North Central district (2): 
Beltrami 
COE. .. cdbbbcsntiscch Rh cecsscccudivsinctcahsouss 
Hubbard 


Koochiching 
Late G0 Galt Wr OOGB. 25 di) cc cccccccediscoscce iiasdeatd 


West central district (4): 
Chippewa. 


Central 
B 


district (5): 
to 


See footnotes at end of table. 


| Total milk | 
equivalent 


| Million 


77 
48 
42 
52 


53 





Received | Received 


as milk 


Percent 


36 
75 
15 


| 
| Plant receipts ! 
|--——... ARR 


Butterfat 
| in whole 
milk ! 
as cream 


Percent 
3. 54 
3. 51 
3. 51 
3. 58 


Percent | 
64 


25 
85 

(*) (?) 
3.48 
3. 40 
3. 43 





ESERGZERS 


$2] g299 gogo gege 9999 go go 99 
eee 
ao 


S 





wBESwBoB 


~~ 
BSa 
$2 | gogegrgoge gece ge ge ge ge ge ge 


SISSRES SKRSRERS 
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TaBLe 15.—Milk equivalent of dairy plant receipts, proportion received as milk 
and cream, and percentage of butterfat in whole milk received from farmers, 
by counties, Minnesota, 1954—Continued 


Plant receipts ! 


Total milk | Received 
equivalent | as milk 


East central district (6): 
Aitkin 


| Sasessiuss 
o| ohwoawsoNew 


South central district (8): 
Blue Earth 


a ¢ anc oe 
i YSS2S222ESEF 


56 
43 
80 
79 
15 
51 
23 

4 
26 
59 
79 
39 


$° | 9292 go SoG Ge go ge Go Gage 


— 


: 


$2 | 9992 99 So Go 92 go goo 
| S$S22SE2f2 


BEB | Mt oBBSNaw 
ut 


ao 
aN 


1 Receipts from Minnesota farm 
2 Unallocated to avoid Gutloons a individual operations. 
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ALL WHOLE MILK AND MILK EQUIVALENT OF BUTTERFAT IN CREAM RECEIVED 
BY MINNESOTA DAIRY PLANTS FROM MINNESOTA FARMERS, 1925-54 
9000 


TOTAL 
PLANT RECEIPTS 


! 
‘ 


MILK EQUIVALENT OF 
CREAM FAT RECEIPTS 


MILLION POUNDS 


WHOLE MILK 
RECEIPTS 


-- 
i pee —— oe 


0 
1925 
Minnesota Crop Reporting Service 


Fat content of milk produced on farms 

The fat content of milk produced in Minnesota shows very little variation be- 
tween years based on records started in 1946. This is indicated by information 
from dairy plants showing the percentage of butterfat in whole milk purchased 
from farmers. The annual averages range from a low of 3.54 percent fat for 
1953 to a high of 3.58 in 1951. 


TABLE 16.—Percentage of butterfat in whole milk sold by farmers to dairy plants, 
by months, Minnesota, 1946-54 


| Annual 


April| May Au- |Septem-| Oc- Po Decem- 


ber | tober 


$9 $2 $0 99 99 $0 98 90 90 
SSSSARBSS 
$2 $0 92 92 90 90 90 90 90 
$9 99 99 99 69 90 92 go 9 
SS=S8SeS5 
$2 92 $0 98 90 90 68 90 ow 
saseesase 
$2 $0 99 28 90 99 90 go gw 
Sesexzssss 
9° 90 99 98 G0 G09 90 G0 gs 
— eof ao» 
$2 92 90 99 $9 92 G0 G0 99 
SEGRARRRSS 
$2 90 99 99 92 99 90 go G8 
SLSRSSRS=F 
$2 92 99 09 99 9 99 go go 
SSVSS8R2N8 
$2 92 92 $0 92 $0.99 90 98 
BAAIILINS 
$2 92 $2 90 G9 90 08 go 08 
SSLSRSSRA 
$0 92 92 90 99 90 92 90 9 
SSSSSSEL=2 
$2 90 99 0 99 90 99 90 99 
SESSSSSISS 
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TABLE 17.—Percentage of butterfat in whole milk sold by farmers to dairy plants, 
by districts, by months, Minnesota, 1954 


| 
ee, i A 
"Lae — March | April} May | June | July 


Au- |Septem-| Oc- |Novem-} Decem 
gust ber j|tober| ber ber 


3. 70 


*) Annual 





3. 57 3.48 
3. 86 


n 
© 
nh 


> > w= CO OO 
Aamo 


3 
$2 $9 99 $9 99 29 G0 Go G0 G0 


> SP De Sy 
ZRBZS5S8 


$9 99 98 So Ge Go Go G9 GO G0 
> 

> 

nc 


OOR 
DI 
Se2ESSssseszs 


So 29 D8 Se So Go GO So Go SO 
on BD BOs 
BwOAauUnbnaese 
$° S° 98 SO G8 Ge SO GO Go So 
ODS a ow 
SSrSSstss2e 
SS 98 So Se G8 SO G8 GO SO 
or Ge i SD or ae we 
SSBSR2S2SR8S 
SP SP 98 D2 BO So SO ym So Go 
oSa esac 
BSSASZSERES 
9? G2 D2 O9 G2 D9 GO Hm Co So 
MWARBBPADe 
BVSLSESSSSS 
So 22 8 $8 58 S2 SO > em GO 
$9 G9 C8 0 69 SO So > © 


oa 
~~ 


1 Refer to outline map shown on p., 497. 


Seasonally the fat content shows considerable variation. Usually it is lowest 
in June when production is at or near a peak level and tends to be highest in 
October when production is lowest. The fat content also differs noticeably be- 
tween areas of the State. In general, the percentage is highest in the northeast 
and lowest in west border, west central and south central counties. 


Prices received by farmers 

In recent years, increased emphasis has been placed on the value of milk for con- 
sumption in fluid form and of milk solids in the manufacture of various non-fat 
milk products. The comparative value on the basis of purchase for such uses may 
be noted in table 21. For this purpose, the value has been computed per pound 
of butterfat in milk for each type of sale for each mid-quarter month. Prior to 
World War II, the butterfat content and the price per pound of butterfat were 
almost the sole factors determining the value of milk production on Minnesota 
farms, most of which was marketed as cream. 


Tas_e 18.—Butterfat in cream: Average price received by farmers per pound, 
by months, Minnesota, 1940-55 


SRBISSRBGBsayss 





- 62 


By type of milk purchases from farmers, the value of butterfat to farmers 
shows a wide variation for years since 1949, when such records were first availa- 
ble. For the State, the value to farmers of butterfat in milk purchased from 
them primarily for fluid consumption has ranged from a low of 90 cents in May 
1949 to a high of $1.28 per pound in both August and November 1952. Similar 
comparison for milk sold for manufacturing shows the value of butterfat 
fluctuated from a low of 78 cents in May 1949 to a high of $1.14 per pound in 
February 1952. The same comparison for cream shows that the average value 
of butterfat was the lowest at 62 cents in May, August, and November 1954 
and was the highest of record at 94 cents per pound in February 1952. These 
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differences in value expressed per pound of butterfat tend to indicate the added 
worth of milk gained from more complete use of milk solids and also price 
premiums paid for milk of higher quality for certain uses. 

For the State, during the 1954 period, the value of milk sold for fluid con- 
sumption expressed per pound of butterfat averaged 16 percent higher than milk 
for manufacturing and 52 percent more than milk sold as cream. 

By districts, the value of butterfat in milk sold for fluid use is generally 
highest in the northeast and east central districts. These areas contain metro- 
politan areas of Duluth, Minneapolis, and St. Paul. The butterfat value in 
milk for manufacturing shows less variation between districts of the State but 
tends to be highest in the central area which produces large quantities of manu- 
factured dairy products. Within the State, the value of butterfat sold in cream 
shows the smallest variation of the three types of sales being considered, the 
differences being related largely to location, quality, and size of dairy plants. 


TaBLE 19.—Whole milk: Average price received by farmers per hundredweight, 
by months, Minnesota, 1940-55 


, Janu- | Febru- - Au- | Sep- | Octo- No- | Decem- 
Year ary March | April} May | June | July gust |tember} ber |vember| ber 


$1.45 |$1.45 |$1.45 |$1. 50 |$ 
1.55 | 1.70 | 1.75 | 1.85 
2.00 | 2.00 | 2.00 | 2.05 
2.60 | 2.60 | 2.60 | 2.65 
; 2. 65 


50 | $1.55 | $1.60 | $1.65 
95 10 2.15 2. 20 
20 
80 
75 
75 


2. 40 
2. 85 
2. 80 
2. 85 

. 55 
4.15 
3. 40 
3. 25 


to 
bo 
s 
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PWR PWN RO SNNNNNe 
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2. 
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3. 
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TaBLe 20.—Milk cows: Average price received per head, by farmers, by months, 
Minnesota, 1940-55 





; : at re 
Janu- Febru-| ygarch April| May | June | July Au- | Sep- | Octo- | No- | Decem- 


gust |tember| ber j|vember| ber 





$65 $66 $66 $68 
83 83 84 
93 97 100 
118 117 107 
101 101 102 
113 115 118 
142 150 155 
167 171 174 
185 202 210 
185 
232 
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TABLE 21.—Butterfat: Comparative value of butterfat per pound sold by farmers 
to dairy plants in whole milk for fluid use, whole milk for manufacture and 
in cream, selected months, Minnesota, 1949-54, and crop reporting districts, 
1954 


May 


Year and district No.! 


PING DO Es ccs risnademede bin 
eens POG, BeW.. ncsodénveedearens 
US IG IG. sido bau oclonnowal 
| aaa eae 
District No. 5 

District No. 6_._. 

District No. 7_. 

District No. 8_. 

District No. 9 


SSSLSERR LENE! 
Bsseeeses 
RSSSSSRSR SUGSS 


August November 


Butterfat value per pound in— | Butterfat value per pound in— 


Year and district No.' 
Whole milk for— Whole milk for— 


Fluid |Manufac- Fluid |Manufac- 


SLasse 
me 


District No. 
NE WG Tinclnsttinianisehatmeotee 
ND BE vnidinaetiecincadugih@ecinn 
SOROS SEA. . pccteed< o= saison 
District No. 
District No. 
District No. 
District No. 
District No. 


SRRBSESSE SHNTER 


PSKSSESSE SrBBES 


SReeseuez seaees 


Besseusax 
eeseassee 


_ 
_ 
. 


1 Refer to outline map shown on p. 497. 
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Manufactured dairy products 


Creamery butter production in Minnesota for 1954 was the highest in 11 years 
and was up 2 percent from 1953. American cheese output almost equatled the 
record high of 1953. Total cheese production also was second only to the record 
high of 1953. Total nonfat dry milk solids made a new all-time high, exceeding 
the previous record set in 1953. Ice cream production was up by 1 percent from 
the previous year. Condensed and evaporated milk production was the lowest 
since 1935. Its production in 1954 was down 6 percent from a year earlier. 
Dry whole milk production, down 58 percent from a year ago, was the lowest 
on record beginning with 1943. 

Creamery butter production for the United States in 1954 was up 3 percent 
from 1953 while the production of margarine was up 6 percent. About 9 
pounds of butter and 8.4 pounds of margarine were consumed per person. Na- 
tionally, per capita consumption of butter, cheese, and nonfat dry milk solids 
were moderately higher in 1954. Decreases took place in per capita consump- 
tion of evaporated and condensed milk, dry whole milk, and ice cream. 


PRODUCTION | OF CREAMERY BUTTER AND MARGARINE, UNITED STATES, I925-54 


Minnesoto Crop Reporting Service 
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TABLE 22.—Dairy products: Quantity manufactured, Minnesota, 1918-54 





Cheese 


Condensed and 


Cream- 
Year ery 
butter 
Thou 
lbs. 

1918_.... 133, 160 
1919__..- 146, 295 
eee 139, 230 
Mod 169, 948 
1922. ...- 193, 907 
1923. .... 218, 965 
eae 250, 646 
1925. .... 267, 601 
1926. _..- 270, 890 
BE cits. 278, 539 
1928.....| 275, 490 
1929_...- 288, 630 
1930_.... 285, 150 
We iiiictien 289, 165 
1932__... 290, 500 
1933..... 305, 200 
1934__... 281. 250 
1935_.... 280. 270 
1936_...- 296, 180 
| ee 280, 105 
1938__... 301, 604 
SR cisngel 297, 325 
1940__... 311, 153 
1941____- 326, 478 
1942__... 314, 537 
1943__..- 294, 359 
1944____- | 251, 614 
1945_.... 233, 436 
1946___.. 175, 891 
1947____. 243, 874 
1948___.. 222, 657 
1949._... 252, 621 
SR inea 251, 389 
1951_...- 237, 237 
1952..... 247, 656 
1963_.... 267, 664 
1954... 272, 093 


9, 098 


3 
tS 


Babes 


_— 
oe 


Bs 


= 
WNW OSONOOOONON 
aoe 


S888 


44, 688 
47, 415 
63, 492 
63, 324 


guezeee 


bt 
= 
wo 


BEAR opp yoy pry 
SESERESESLSSE 





Cottage | @Vaporated milk Ice cream 
(curd) 
cur ‘ 
Un- Whole- 
To Skimmed skimmed sale 2 Retail 
Thou. | Thou. Thou. Thou Thou. | Thou, 
lbs. lbs. lbs. lbs. gals. gals. 
FeO hi itd eth. Sk. coh 9 900 1h acces Ae 
ee Anns entieedive<queviialebnenteus SWS hen. Seis 
AME Ti amin dl cianmee badeaniien tae it 
WE Biehet bea edict Poasudneued 3, 828 
We bedst bets iy Us aL ieieiuss , 851 
SF ere ee | ae 4, 210 
Ta ial as ta elena bine 4, 370 
PME Sou tsegicclesscuceatelessessacsee 5, 725 
9, 426 704 4, 907 15, 315 5, 729 
8, 083 560 5, 327 18, 755 5, 419 
9, 725 1, 668 9, 482 19, 859 5, 459 
11, 488 1, 932 9, 167 32, 019 5, 954 
9, 574 1, 884 9, 619 34, 759 5, 980 
8, 876 1, 781 7,329 22, 295 5, 411 
8, 070 1, 948 7, 674 15, 808 3, 660 
9, 576 1,916 6, 606 16, 861 3, 520 
10, 402 1,973 6, 878 15, 962 4, 198 
11, 254 2, 155 6, 434 21, 724 4, 956 
12, 643 2, 376 11, 328 26, 642 5, 878 
14, 232 2, 640 12, 647 21, 801 6, 986 
15, 766 2, 604 11, 841 22, 647 7,049 714 
13, 888 2, 996 11, 757 25, 336 7,328 822 
16, 272 3, 294 13, 568 32, 884 7, 685 468 
, 926 3, 884 17, 895 41, 031 8, 650 654 
36, 083 4, 108 23, 310 43, 240 9, 099 1,035 
29, 910 5, 052 , 554 38, 247 8, 030 607 
37, 193 5, 830 36, 273 49, 229 8, 769 563 
46, 316 8, 727 68, 031 62, 816 9, 449 573 
47,852 | 11,089 | 102,553 57, 225 17, 099 862 
58, 949 5, 553 53, 895 65, 708 15, 707 682 
54, 061 6, 072 26, 662 47, 439 14, 130 633 
56, 457 6, 390 17, 615 37, 080 13, 298 712 
52, 329 6, 857 18, 580 32, 527 12, 695 463 
57; 782 7, 824 19, 106 48,171 12, 850 457 
65, 411 8, 443 20, 665 42, 360 13, 965 579 
82, 628 9, 425 13, 436 21,608 | 14, 584 514 
82, 297 9, 616 11, 581 21,513 | 14,787 465 





See footnotes at end of table. 
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TABLE 22,—Dairy products; Quantity manufactured, Minnesota, 1918-54—Con. 





Non-fat dry milk solids 


Human consumption 
Animal 
feed 
Spray Roller Total 


DS 98 1 yO 
SESSE8 
Soe 


SSRESE 


So 
_ 


NOWwN 
Peer 
B8SEs 


> 09 ye 09 BO 8 9 DD OO EN 


PAP LPH # 
Fg 
SESE 
mp gop 
NSweS 
Saaee 


Jez 


SDDS 


cine bo 


1 
1 
3, 
7 
1 
3, 


ppp 


mh wr 


WE casita 


1 Excludes full-skim American and cottage cheese. 
3 Total ice cream (wholesale and retail for years-191%-37), 
§ Production not shown when made by less‘than 3 plants, 
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TABLE 23.—Oreamery butter: Quantity manufactured, by counties, Minnesota, 
1949-54 


(Thousand pounds] 


County 1949 1950 | 1951 1952 


Northwest district (1): 
POUR setts tres cs tosc estes exes = 
Clay 
Clearwater 
a cesb oss dentadaneddkuneawat ce 
Mahnomen 
Marshall 
Norman 


2 
i) 
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4 
S 
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a | $SESSE582 


“wee 
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ae 
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= 


SrhrRRRwow 
8233 

aw 

& 

a 
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S Srprrrrss 
» SrRRrr res 
823 


8 





=| S8e283 


Koochiching 
Lake of the Woods 


— 


Lac qui Parle 
Otter Tail 


ueeeeae 


3, 
4, 
2, 
1, 
0, 
2, 


SESESBR 


oes? Jes", 
E285 
=-Ss 
eo 


| 


8 


Central district (5): 
Benton 
aid ial i cts la cnelaanibiaioe ‘ 
Kandiyohi 
McLeod 


- 


2,772 
5, 936 
6, 417 
7, 554 
1, 821 
3, 193 
418 

3, 526 
11, 183 
8,777 5, 996 7, 745 
4, 404 t 5 5, ORZ 
| 3, 382 4, 634 


72,605 | 70, 825 04,08 | 65,241 | 71,939| 74,361 


#3223 


eo 
— 
> 


Renville 
Scott 
Sherburne 
Sibley 
SDK sl migsSitoieseh deansistiie Aisi tomalicceheailtn teal | 
Todd. 
Wadena 
Wright 
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TABLE 23.—Creamery butter; Quantity manufactured, by counties, Minnesota, 
1949-5 4—Continued 
[Thousand pounds] 





j 


County 1949 1951 1952 








1, 151 
3, 342 
1, 126 
2, 454 
1, 899 
1, 905 
1, 697 


15, 952 


South-céntral district (8): 
Blue Earth 
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Unallocated ! 
State total 





} Unallocated to avoid disclosure of individual operations. 
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TABLE 24.—Dairy products: Consumption per person, by kind of product, United 
States, 1940-54 





| Per capital consumption of dairy products ? 


Condensed Dry 


| =a whole | Butter | Cheese # 


milk 


3 
= 
3 
a 


ewer OWDADO 





Com CO WORD OO Cr CO tO DD 

NANANNS SASS Poo 
NP AOKAONWDBDWBAaAwmnowneo 
$2 90 90 Go G0 G0 GO wm En GO gO RO GORD KO 
ATIIAPeNOCKHOF HK DWwWoOr 
Sot atatelobelsdodmimd sass 
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| 


1 Farm milk production in relation to Census, July 1, population, including armed forces. 
2 Data for 1941-54 are civilian consumption only. 
3 All cheese except full skim, cottage, pot, and bakers, 


—— ee eee ee 
FPNNeoscelce 
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Mr. Asernetuy. With that, Mr. Chairman, I will turn this meeting 
back to you for the purpose of closing the hearing. 

The Cuartrman. I would like to say, before we adjourn, if there 
is anyone here who wants to be heard, who has not been heard, we shall 
still be glad to hear from them. 

(There was no response. ) 


The Cuatrman. I do want to thank you on behalf of the entire 
committee, for your presence and your interest, and to assure you 
again that every member of this committee is interested in your prob- 


TABLE 25.—Butter and margarine: Production, consumption per person, retail 
price, and price of margarine as a percentage of price of butter, United States, 
1940-54 


Production Consumption per 


person Retail price ! Margarine 


price as 
percent of 


butter 
Creamery Creamery Crea ery 
butter Margarine butter Margarine butter Margarine? price 


Pounds Pounds 
16.7 


Seess8 


$5 8 
PNINI MAH OS moo mcoseponon 


me 
eS ODAOCNHOCOCMOCS+i51 


1 Average retail prices in all communities from records of Agricultural Marketing Service. 
? Weighted average of colored and uncolored margarine beginning August 1950. 
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TaBLE 26.—Government purchases: Dairy products purchased by CCC for price 
support, by months, 1953-55 


(Thousand pounds] 


Butter Cheddar cheese Nonfat dry milk solids 


Month 





1953 1953 


January -...----- ‘ 8, 972 ‘ 29, 616 

; 33, 42, 675 

March..-.-.--.-- ; 96" 634 

: 46, 215 

May..---------- 42, 256 : ! 74272 
oe oe La nwnee tl: 
67 374 
47, 262 
34 840 
20, 412 
17, 106 
36, 584 


587, 431 


i Computed from unrounded numbers. 

















TABLE 27.—Government purchases: Stocks of dairy products owned by CCC, 
specified dates 


[Million pounds] 


July 3 Jan. 1 July 1 
1953 1954 | 1954 


Butter, Creamery ‘i 256. 9 
Ched dar cheese : y 255. 2 
Nonfat dry milk solids 345. 432.3 


lems. We will do everything we possibly can to improve the situation 
that seems to be deteriorating at a rapid rate at the present time. 

On behalf of the committee, I appreciate your meeting with us and 
prea these fine statements indicating these problems. 

Mrs. Knutson, do you have anything eise you want to say? 

Mrs. Knutson. I would like to express my appreciation to those of 
you who came here to give your statements today, I want you to know 
that you are the grassroots of our country, and we are very happy to 
come out here to get your statements. 

Some of the members of the committee are saying this is the best 
hearing we have had all the way through. I also wish to —— my 
appreciation to the members of the committee for spending their time 
and coming out to hear you. 

Also, I would like to thank the chamber of commerce people who 
were such gallant hosts and we hope to come back to Moorhead very 
soon. 

I also wish to express appreciation to the fine coverage of press and 
radio and newspaper and ay in this area. 

We are very grateful for your wonderful coverage and we know 
you are doing a splendid public service. 

Thanks folks, We will see you soon. [Applause. ] 

The Cuarrman. The meeting is adlenband 

(Whereupon, at 2: 55 p. m. the committee was recessed and the field 
hearings were closed.) 


x 






















